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PREFACE 

This  study  was  requested  by  Chairmen  Ford  and  Rangel  in 
August  of  1984.  The  study  was  requested  because  they  wanted  to 
explore  the  factors  which  influence  the  poverty  rate  among  chil- 
dren. The  researchers  were  asked  to  examine  demographic  trends, 
economic  factors,  government  policies  and  other  factors  which 
could  help  to  explain  why,  despite  increased  government  expendi- 
tures, the  poverty  rate  among  children  has  risen.  Policy  options  to 
reduce  poverty  among  children  are  also  examined. 

The  study  was  conducted  by  the  Congressional  Research  Service 
(CRS)  and  the  Congressional  Budget  Office  (CBO).  Part  I  of  this 
report  entitled,  "Poor  Children:  A  Study  in  Trends  and  Policy, 
1959-84",  was  prepared  by  CRS.  As  the  title  indicates,  this  section 
presents  a  historical  analysis  of  children  in  poverty  and  federal 
policy  directed  at  those  children.  Parts  n  and  III  of  this  report 
were  prepared  by  CBO.  Part  11  of  the  report  is  entitled  "Policy  Op- 
tions to  Reduce  Poverty  Among  Children",  and  Part  HI  is  entitled 
"Costs  and  Effects  of  Expanding  AFDC".  As  those  titles  suggest, 
these  parts  of  the  study  explore  various  policy  options  to  reduce 
poverty  among  children.  In  addition,  as  background  information  to 
the  report,  appendixes  A  through  I  were  prepared  by  CRS  and  ap- 
pendixes J  and  K  were  prepared  by  CBO.  While  CBO  and  CRS  pre- 
pared separate  portions  of  this  study  about  children  in  poverty, 
there  was  much  coordmation  of  effort  between  the  staffs  of  the  two 
organizations.  ^ 

The  Chairmen  wish  to  express  their  utmost  appreciation  to  the 
staffs  of  these  two  organizations  for  the  outstanding  quality  of  this 
report  on  children  in  pdverty.  We  are  aware  that  this  study  is  the 
result  of  months  of  work  and  many  long  hours  by  individuals  in 
both  organizations.  Again,  we  wish  to  express  our  sincerest  thanks 
for  this  splendid  report. 

(V) 
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LETTERS  OF  REQUEST 


COMMnTKE  ON  WaYS  AND  MeANS, 

U.S.  House  of  Rkpresentativbs, 

„  ^  Washington,  DC,  August  10, 1981 

Mr.  Gilbert  Gude, 

^^m^lSS^^^  ^esecncA  Service,  the  Library  of  Congress, 

pJS^^^  •  ^°}^**  ^"^^  ^  that  the  Congressional 

K^earch  Service  undertake  a  m^or  study  of  chUdren  in  poverty 

As  you  know,  the  number  of  related  children  under  18  m  fanu- 
hes  m  poverty  declined  from  the  early  1960's  to  the  mid-1970's  but 
has  recently  mcreased  so  that  in  1983  some  13.3  million  or  21.7  per^ 
cent  of  children  were  living  below  the  poverty  level.  This  compares 
to  1^.1  million  or  17.4  percent  of  children  below  poverty  in  1966 

Ihe  purpose  of  the  study  would  be  to  explore  in  depth  the  vari- 
ous factors  which  influence  the  poverty  rate  among  children.  This 
would  probably  include  demographic  trends,  economic  factors  and 
government  pohcies  and  other  factors  you  consider  relevant.  The 
study  should  explam  why  despite  increased  government  expendi- 
tures poverty  rates  among  children  have  risen.  In  this  exploration, 
we  would  expect  you:  * 

1.  To  employ  consistent  and  defensible  analytical  measures  of  ex- 
ammmg  the  economic  well-being  of  children,  particularly  low- 
mcome  children,  and  evaluating  government  policies  toward  these 
chUdren.  These  measures  probably  would  include  poverty  eav 
measures,  relative  measures  of  poverty,  poverty  measur^  using  up- 
dated  food  to  income  multipliers  as  well  as  the  official  poverty  defi^ 
o!S°u  ■    •   latter  should  also  be  acb'usted  by  including  food  stamps 

o  benefits  and  subtracting  taxes. 

To  describe  the  economic  well-being  and  the  level  of  poverty 
^00.?.*'  '^^^^°  from  the  early  1960's  to  1983  using  these  different 
measures.  This  would  also  mclude  a  description  of  the  economic 
and  demographic  characteristics  of  children  below  and  near  pover- 

o 

d  To  describe  the  m^or  federal  and  state  programs  which  pro- 
vide income  mamtenance  support  to  famUies  with  children.  This 
would  mclude  the  actual  dollars  spent  under  these  programs. 

4.  10  examme  various  policies  which  would  decrease  poverty 
among  children.  *^ 

It  would  be  our  preference  that  programs  which  provide  health 
^netits  and  thus  indirectly  income  support  be  considered  separate- 

In  doing  the  study,  we  would  request  that  you  operate  under  the 
following  guidelines: 

(XXI) 


xxn 


1.  The  study  should  be  completed  as  expeditiously  as  possible  and 
by  February  15, 1985  at  the  latest. 

2.  As  you  are  aware,  the  (Congressional  Budget  Office  is  under- 
taking a  related  study.  We  wish  you  to  coordinate  with  them  to  the 
fullest  extent  possible. 

3.  As  the  study  progresses,  we  want  you  to  periodically  brief 
Ck)mmittee  staff  and  consult  with  experts  both  in  and  out  of  gov- 
ernment to  enhance  the  credibility  of  the  study  and  provide  guid- 
ance on  megor  research  policy  questions. 

This  is  a  large  and  important  study.  We  recognize  that  in  any 
study  it  is  difficult  to  reach  definitive  conclusions.  The  mcgor  focus 
of  this  study  should  be  an  assessment  of  governmental  policies 
toward  children  and  the  examination  of  alternative  policies  which 
would  reduce  the  level  of  poverty  among  children. 
Sincerely, 

Harold  Ford, 
Chairman,  Subcommittee  on  Public 
Assistance  and  Unemployment  Compensation, 
Charles  B.  Rangel, 
Chairman,  Subcommittee  on  Oversight 


CoMMrrnsE  on  Ways  and  Means, 
U.S.  House  of  Representatives, 
Washington,  DC,  August  10, 1981 

Dr.  Rudolph  Penner, 

Director,  Congressional  Budget  Office, 

Washington,  DC 

Dear  Dr.  Penner:  We  would  like  to  request  that  the  C!ongres- 
sional  Budget  Office  undertake  a  m^or  study  of  children  in  pover- 
ty. '  ' 

As  you  know,  the  number  of  related  children  under  18  in  fami- 
lies in  poverty  declined  from  the  early  1960's  to  the  mid-1970s  but 
has  recently  increased  so  that  in  1983  some  13.3  million  or  21.7  per- 
cent of  children  were  living  below  the  poverty  level.  This  compares 
to  12.1  million  or  17.4  percent  of  children  below  poverty  in  1966. 

The  purpose  of  the  study  would  be: 

1.  To  employ  consistent  and  defensible  analytical  measures  of  ex- 
amining the  economic  well-being  of  children,  particularly  low- 
income  children,  and  evaluating  government  policies  toward  these 
children.  These  measures  probably  would  include  poverty  gap 
measures,  relative  measures  of  poverty,  poverty  measures  using  up- 
dated food  to  income  multipliers  as  well  as  the  official  poverty  defi- 
nition. The  latter  should  also  be  adjusted  by  including  food  stamps 
arid  housing  benefits  and  subtracting  taxes. 

2.  To  examine  various  policies  which  would  decrease  poverty 
among  children.  The  study  should  describe  these  policies  and  deter- 
mine the  cost  and  effectiveness  of  reducing  poverty  using  the  same 
measures  developed  in  item  1  above.  These  policies  could  include 
those  contained  in  H.R.  4920  as  well  as  additional  policies  you  con- 
sider important. 
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It  would  be  our  preference  that  programs  which  provide  health 
benefits  and  thus  indirectly  income  support  be  considered  separate- 

In  doing  the  study,  we  would  request  that  you  operate  under  the 
foUowmg  guidehnes: 

1.  "Hie  study  should  be  completed  as  expeditiously  as  possible  and 
by  February  15, 1985  at  the  latest. 

2.  As  you  are  aware,  the  Congressional  Research  Service  is  un- 
dertaking a  related  study.  We  wish  you  to  coordinate  with  them  to 
the  fullest  extent  possible. 

3.  As  the  study  progresses,  we  want  you  to  periodically  brief 
Committee  staff  and  consult  with  experts  both  in  and  out  of  gov- 
ernment to  enhance  the  credibility  of  the  study  and  provide  guid- 
ance on  ms^oT  research  policy  questions. 

•niis  is  a  large  and  important  study.  We  recognize  that  in  any 
study  It  IB  difficult  to  reach  definitive  conclusions.  The  m^jor  focus 
ot  this  study  should  be  an  assessment  of  governmental  policies 
toward  children  and  the  examination  of  alternative  poUcies  which 
would  reduce  the  level  of  poverty  among  children. 
Smcerely, 

Harold  Ford, 
Chairman,  Subcommittee  on  Public 
Assistance  and  Unemployment  Compensation. 
_    Charles  B.  Rangel, 
Chairman,  Subcommittee  on  Oversight. 
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Congressional  Research  Service, 

The  Library  of  C!ongress, 
Washington,  DC,  May  3, 1985. 

Hon.  Harold  Ford, 

Chairman,  Subcommittee  on  Public  Assistance  and  Unemployment 

Compensation. 
Hon.  Charles  B.  Rangel, 

Chairman,  Subcommittee  on  Select  Revenue  Measures. 

COMMHTEE  ON  WaYS  AND  MeANS, 

U,  S.  House  of  Representatives, 
Washington,  DC 

Dear  Messrs.  Chairmen:  In  respon .  ^  to  your  joint  request  of 
August  10,  1984, 1  am  submitting  a  comprehensive  report  on  chil- 
dren m  poverty.  It  is  entitled  "Poor  Children:  A  Study  in  Trends 
and  Policy,  1959-84."  As  you  requested,  it  explores  in  depth  various 
factors  that  influence  the  poverty  rate  among  children. 

The  report  is  organized  around  five  m^jor  questions: 

Extent  of  problem.— What  is  the  size  and  nature  of  the  problem 
of  income  poverty  among  children? 

Noncash  income.— Uov/  are  the  counts  of  poor  children  changed 
by  treating  some  m^'or  noncash  benefits  as  income? 

Causes.--Wxat  are  the  main  reasons  for  the  persistence  and 
worsening  of  poverty  among  children? 

Economic  growth.— yfill  economic  growth  solve  the  problem  ot 
poor  children? 

Government  benefits.— W:iy  has  poverty  among  children  m- 
creased  despite  large  spending  for  need-tested  benefits? 

A  companion  study  that  you  requested  at  the  same  time  from  the 
Congressional  Budget  Office  (CBO)  estimates  the  costs  and  impacts 
of  a  range  of  policy  options  for  increasing  the  economic  well-being 
of  children  and  presents  alternative  measures  of  poverty. 

The  CRS  study  was  directed  by  Vee  Burke,  with  assistance  from 
Joe  Richardson.  Thomas  Gabe  and  Richard  Rimkunas  provided  the 
basic  income  data  on  which  the  report  is  based  by  analyzing 
Census  Bureau  public  upe  tapes  covering  the  years  1968-83.  AH  are 
members  of  the  Educ.  .^n  and  Public  Welfare  Division. 

A  team  of  analysts  wrote  the  report,  namely:  Vee  Burke,  Ken- 
neth Cahill,  Joseph  A.  Cislowski,  Thomas  Gabe,  Jeanne  E.  Gr;^^ 
Richard  A.  Hobbie,  Bob  Lyke,  Barbara  McClure,  Jennifer  0  Sulli- 
van, Joe  Richardson,  Richard  Rimkunas,  Carmen  D.  Solomon, 
Karen  Spar,  Sharon  Stephan,  Richard  Verdugo,  and  Joyce  Vialet 
All  are  members  of  the  Education  and  Public  Welfare  Division 
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except  for  Jeanne  Griffith,  a  demographer  in  the  Government  Divi- 
sion. 

We  hope  this  report  on  poverty  among  children  will  be  helpful  to 
your  subcommittees  and  to  the  full  Committee  on  Ways  and 
Means,  as  well  as  to  other  Members  and  committees  of  Congress. 
Smcerely, 

Gilbert  Gude,  Director. 


U.S.  Congress, 
Congressional  Budget  Office, 
Washington,  DC,  May  21, 1985. 

Hon.  Harold  E.  Ford, 

Chairman,  Subcommittee  on  Public  Assistance  and  Unemployment 

Compensation. 
Hon.  J.J.  Pickle, 

Chairman,  Subcommittee  on  Oversight 
Hon.  Charles  B.  Rangel, 

Chairman,  Subcommittee  on  Select  Revenue  Measures. 

Dear  Messrs.  Chairmen:  Enclosed  is  a  copy  of  "Children  in  Pov- 
erty,^ which  was  requested  in  August  1984  by  the  Subcommittee  on 
Public  Assistance  and  Unemployment  Compensation  and  the  Sub- 
committee on  Oversight  of  the  Committee  on  Ways  and  Means. 
This  study,  principally  prepared  by  Roberton  C.  Williams  and  Gina 
C.  Ad^  of  CBO's  Human  Resources  and  Community  Develop- 
ment Division,  briefly  examines  existing  policies  to  assist  poor  fam- 
ili^  with  children,  discusses  issues  involved  in  modifying  them, 
and  analyzes  over  40  policy  alternatives.  (A  companion  study,  pre- 
pared by  the  Congressional  Research  Service,  provides  considerably 
more  detail  on  historical  trends  in  poverty  of  children  and  on  gov- 
ernment programs  to  help  them.) 

The  paper  examines  options  to  expand  the  resources  of  poor  fam- 
ilies with  children  through  direct  federal  action;  to  increase  their 
economic  independence  by  enhancing  their  skills  and  expanding 
the  number  of  jobs  available  to  them;  to  alleviate  some  of  the  ad- 
verse consequences  of  poverty  by  providing  a  variety  of  services; 
and  to  reduce  the  number  of  families  who  might  be  poor  in  the 
-  future. 

I  hope  you  find  this  report  useful. 
With  best  wishes, 
Sincerely  yours, 

Rudolph  G.  Penner,  Director. 

Enclosure. 
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OVERVIEW 

Chadren  displaced  the  aged  as  the  poorest  age  group  in  1974,  and 
am^  then  duld  poverty  has  grown  deeper  and  more  widespread. 

The  poverty  rate  reached  22.2  children  per  100  in  1988,  the  high- 
est level  since  the  mid-1960s.  The  number  of  poor  children  totaled 
!<{.»  milhon,  of  whom  more  than  half  lived  in  families  headed  bv  a 
woman. 

A  child's  chances  of  being  poor  varied  sharply  by  race,  presence 
ot  the  father,  and  mantal  status  of  the  mother.  Almost  half  of  all 
black  children  and  more  than  one-third  of  all  Hispanic  children 
were  poor.  In  contrast,  nearly  five-sixths  of  all  white  children  were 
not  poor. 

poverty  rates  climbed  more  rapidly  in  two- 
parent  famihes  than  in  female-headed  families,  somewhat  "de- 
femmizmg'  poverty.  Even  so,  children  being  raised  by  then*  mother 
alone  were  four  tunM  as  likely  to  be  poor  as  those  with  both  par- 
ents at  home,  and  the  share  of  motherKshild  families  climbed  in 
those  years  to  a  new  peak.  Highest  poverty  rates  were  those  of  chil- 
dren vwth  never-married  mothers.  More  than  70  percent  of  chil- 
dren of  never^married  mothers,  black,  white,  or  Hispanic,  lacked 
enough  money  to  reach  the  poverty  threshold.  These  children  ac- 
counted for  more  than  one-eighth  of  all  poor  children  in  1983. 

Without  a  working  parent,  a  child  is  ahnost  sure  to  be  poor.  But 
navmg  a  working  parent  is  no  guarantee  against  poverty.  Many 
Children  need  two  earners  or  cash  supplements  to  one  earner's  full- 
tune  wages  if  they  are  to  escape  poverty.  One-fourth  of  children  in 
mamed-couple  families  would  be  poor  if  their  only  income  were 
their  fathers  eammgs.  And  black  children  with  two  working  par- 
ents are  more  likely  to  be  poor  than  white  children  with  onlv  one 
(the  father). 

Child  Poverty  Rates 

Whether  poverty  is  measured  before  or  after  Government  trans- 
ter  payments  (social  insurance  and  welfare),  and  whether  the 
TxCo/ue  .\  ':nted  includes  or  excludes  non-cash  benefits  and  money 
to  1983     ^'        poverty  rates  rose  especially  sharply  fi-om  1979 

Market  income  only.~In  recent  years  a  rising  proportion  of  chil- 
dren  have  lacked  sufficient  family  earnings  and  other  private 
income  to  ^pe  poverty.  More  than  one  child  out  of  four  was 
iW  ^  ^vemment  transfer  payments  are  ignored.  In 

l»74,  when  children  became  the  poorest  age  group,  the  correspond- 
mg  rate  was  one  child  out  of  five.  The  climb  in  "market  income" 
poverty  has  made  it  harder  and  more  expensive  for  Government  to 
overcome  poverty. 

(3) 


ERIC 


26 


Total  cash  (official  mte;.— Public  benefits  have  failed  to  fill  the 
growing  earnings  gap  caused  by  the  rise  in  market  income  poverty. 
Accordingly,  a  rise  also  has  occurred  in  the  share  of  children  who 
are  officially  poor,  those  whose  cash  income  falls  short  of  poverty 
thresholds  even  after  any  social  insurance  and  cash  welfare  bene- 
fits are  added  to  their  market  income.  In  1983  more  than  2  chil- 
dren out  of  9  were  poor  on  this  basis,  compared  with  2  out  of  about 

13  in  1974.  ^     ^  .  ,       .  ^• 

Cash  plus  non-cash  benefits.— The  official  counts  of  the  poor  chsre- 
gards  non-cash  benefits,  which  account  for  most  welfare  spending 
If  food  stamps,  school  meals,  subsidized  housing.  Medicaid,  and 
Medicare  are  treated  as  income,  the  result  is  to  lower  the  1983  pov- 
erty rate  for  children  by  12  to  28  percent,  dependmg  on  how  ben^ 
fits  are  valued.  Although  addition  of  these  benefits  lowers  the  ^d 
poverty  rate,  it  fails  to  change  the  upward  trend  in  poverty  firom 

1979  on.  .  1        ,  11 

After-tax  cash.— The  official  poverty  count  also  makes  no  allow- 
ance for  income  and  payroll  taxes,  which  reduce  mcome  available 
for  general  consumption.  If  these  taxes  are  deducted  firom  family 
mcome  used  to  calculate  children's  poverty  rates,  the  1982  rate  for 
children  is  increased  by  more  than  8  percent.  Taxes  had  a  larger 
poverty  increasing  effect  in  1982  than  in  1979,  reflectmg  the  ero- 
sion of  the  zero  bracket  amount  and  the  personal  exemption  m  the 
tax  code  caused  by  inflation.  .  . 

Table  1  shows  how  the  various  child  poverty  rates  mcreased  m 
recent  years.  The  official  rate  climbed  41  percent  from  1974  to 
1983,  outpacing  the  rise  in  the  market  income  poverty  rate. 

TABLE  l.-TRENDS  IN  POVERTY  RATES  OF  CHILDREN 

[Kunto  per  1(M)  children] 

 Income  counted  1974  1979  1933 

Market  income  only  

Total  cash  (official  rate)  

Cash  plus  major  non-cash  benefits:  ^ 

At  minimum  value  

At  maximum  value  

After-tax  cash   

*  Values  depend  on  valuation  method,  discussed  in  Chsptff  II. 
M982. 

Poverty  Income  Gap  of  Children 

Not  only  has  poverty  become  more  common  among  children;  it 
has  intensified.  On  the  average,  the  gap  has  widened  between  chd- 
dren  8  share  of  their  family's  cash  mcome  and  their  poverty  thresh- 
old. The  income  deficit  reached  $1,149  per  poor  child  m  1983,  up  lo 
percent  from  1974  (constant  1983  dollars). 


19.8 

20.2 

25.8 

15.7 

16.4  ■ 

22.2 

NA 

13.6 

19.6 

NA 

9.7 

15.9 

NA 

17.2 

2  23.7 
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Pbhsistence  of  Child  Poverty 

Throughout  the  quarter  century  for  which  official  poverty  data 
are  available,  children's  share  of  the  poor  consistently  has  exceeded 
theu- share  of  the  overaU  population.  However,  in  1959  the  child 
poverty  rate  was  about  one-fourth  lower  than  that  of  the  aged.  Sub- 
sequently, poverty  ratM  for  both  groups  decreased.  The  1959-1983 
decline  for  the  aged,  which  extended  throughout  most  years  of  the 
period,  was  tnple  that  of  children.  The  incidence  of  child  poverty 

T?R  *S«^'^-M  ^  lOyears,  to  a  reconflow  of 

13.8  related  children  per  100  in  1969.  Thereafter,  the  trend  re- 
versed By  1983,  although  it  still  was  below  its  1959  level,  the  child 
poverty  rate  had  dimbed  ahnoet  60  percent  above  its  1969  low  and 
was  almost  one-half  above  the  1983  poverty  rate  for  the  aged. 

Social  Welfare  Spending 

Federal  Government  transfer  payments  have  increased  sharolv 
smce  1965,  the  stert  of  what  the  Johnson  Administration  called  its 
.  war  on  poverty.  Most  of  the  expansion  was  in  the  form  of  social 
insurance  paraien^  which  are  work-related  entitlements,  and  non- 

Tim^^^^^f^r  ^®  ^^"^  ^  test  and  base 

eligibility  on  need."  In  constant  dollars,  social  insurance  spendmg. 
pnmanly  for  soaal  security,  tripled  between  1965  and  Wm/Sele^ 
^  non-cash  welfare  sMnding  on  programs  that  this  report  classi- 

S.nlt1^ii^,o  ^t^^^  housing,  ancfMedicaid) 

multiplied  19  times  in  real  terms  from  very  low  initial  levels.  Fed- 
eral cash  welfare  spending,  however,  rose  only  about  40  percent  in 
real  tenM.  As  a  share  of  gross  national  product  (GNP),  Federal 
cash  aid  declined  from  0.70  percent  in  1965  to  0.63  percent  in  1983. 
(A  drop  m  the  GNP  share  spent  on  non-service-connected  pensions 
for  veterans  more  than  offset  a  rise  in  the  share  spent  on  cash  aid 
for  other  needy  persons.) 

By  1983,  26  percent  of  the  total  Federal  budget  went  to  cash 
social  msurance  outlays.  At  $210  billion,  these  outlays  were  10 
'  for  cash  welfare.  Federal  cash  welfare  outlays 

peaked  in  1976  m  real  terms  and  by  1983  had  dropped  19  percent 
below  that  record  level.  In  contrast,  basic  non-cash  Federal  welfare 
^  years  except  1982,  and  in  1983  such  outlays  to- 
taled  $40  biUinn,  ahnost  double  the  $21  billion  spent  on  cash  wel- 
tare. 

Vulnerable  Children 

The  data  show  ttiat  family  type  and  race  have  profound  impact 
on  poverty  rates.  In  1983  most  children  in  female-headed  families 
were  poor.  If  the  mother  was  a  widow,  the  likelihood  of  poverty 
was  three  tunes  as  great  as  if  she  were  married.  If  the  mother  had 
never  married,  the  likebhood  of  poverty  was  ahnost  six  times  as 
great  as  ifshe  were  married.  aa 

Compared  with  a  white  child,  a  black  child 

-was  almost  12  times  as  likely  to  have  a  never-married  mother, 

—was  2.5  tunes  as  likely  to  have  a  separated  or  divorced  mother, 
and 

—was  3.5  times  as  likely  to  have  a  widowed  mother. 
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About  one-half  of  all  black  children  and  one-fourth  of  Hispamc 
children,  compared  with  15  percent  of  all  white  children,  were  in 
female-headed  famiUes.  OveraD,  a  black  .cbild  was  almost  three 
times  as  likely  to  be  poor  as  a  white  child  m  1983  (m  1956,  the  pov- 
erty rate  of  black  children  had  been  four  times  that  of  white  chil- 
dren). An  Hispanic  child  was  more  than  twice  as  likely  to  be  poor 
as  a  white  childin  1983.  As  Table  2  shows,  for  each  type  of  family 
the  1983  black  poverty  rate  exceeded  that  of  whites,  and  for  all 
except  children  of  widows  the  Hispanic  rate  exceeded  ttiat  of 
blacks.  The  racial  variation  in  rates  was  smaller  for  children  of 
never-married  mothers,  all  of  whom  had  very  widespreEuJ  poverty. 
For  both  blacks  and  Hispanics,  the  poverty  rate  for  children  living 
with  their  fathers  was  double  that  for  comparable  white  children. 

TABLE  2.-P0VERTY  RATES  PER  100  CHILDREN  BY  FAMILY  TYPE  AND  RACE-1983  ^ 

Ail  children 

Children  Black        White       Hi^rac      under  18 

years 

jotai    46.7       17.3       38.2  22.2 

In  femaifrtieaiid  faiiiW^^    68.5       47.6       70.5  55.8 

Never  married   77.2  71.3  85.8  75.1 

S«)arate(l  or  divorced   66.8  47.3  70.1  53.5 

V«5owed   60.7  27-9  38.9  41.1 

In  maNresent  families   23.8  11.9  27.3  13.5 

» Tl)ese  rates  refer  to  all  diiWrcn  urxJer  a?e  18  and  (fiffer  from  those  for  r^^ed  diildren,  which  are  used  in 
this  report  for  trend  data.  See  Chapter  II,  part  3,  for  definition. 

Other  conditions  associated  with  high  rates  of  child  poverty  in- 
clude age  of  parent,  age  of  youngest  child,  size  of  family,  and  edu- 
cation of  parents.  Poverty  rates  are  twice  as  high  when  the  mother 
is  20-24  years  old  as  when  she  is  40-44,  both  for  mamed-couple 
and  single-parent  families.  Poverty  rates  for  female-headed  fanuU^ 
are  19  percent  higher  when  the  youngest  child  is  under  6.  Inci- 
dence of  poverty  among  families  with  five  or  more  children  is 
almost  four  times  higher  than  among  families  with  no  more  than 
two  children.  ,  ^      i  -u 

The  poor  child  population  includes  about  40  percent  of  children 
whose  mother  and  father  both  failed  to  complete  high  «:hool,  but 
only  7  percent  of  those  whose  parents  each  received  a  diploma. 

Household  Composition 

"Feminization  of  poverty'*  is  a  newly  popular  phrase,  but,  ^  ap- 
plied to  children,  it  describes  a  condition  at  least  as  old  as  ofticial 
poverty  data.  Children  raised  by  mothers  alone  traditionally  have 
had  very  high  rates  of  poverty  and  have  represented  a  dispr^r- 
tionately  large  share  of  the  Nation's  poor  children.  However,  from 
1978-1983,  a  period  frequently  marked  by  recessions  and  unem- 
ployment, the  share  of  t.ie  Nation's  poor  children  m  female-headed 
families  decreas^^d.  Thi:,  was  because  the  poverty  rate  climbed  more 
rapidly  in  the  much  larger  group  of  male-present  famihes,  who 
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generally  obtain  a  larger  share  of  their  income  from  the  market 
than  female-headed  families.  The  number  of  officially  poor  children 
mcreased  by  3.6  million  during  these  years,  and  2.6  million  of  them 
were  in  families  with  a  man  at  home.  By  1983  there  were  ahnost  as 
many  poor  children  in  male-present  families  as  in  female-headed 
ones.  Five  years  earlier,  when  the  share  of  poor  children  in  female- 
headed  families  had  peaked,  such  poor  children  outnumbered  those 
in  male-present  families  by  1.4  to  1. 

The  number  of  female-headed  families  with  children  rose  160 
percent  from  1959-1983,  but  the  number  of  male-headed  families 
with  children  increased  only  7  percent.  By  1983  one  of  every  five 
families  with  children  was  headed  by  a  woman;  in  1959  the  share 
was  1  out  of  11.  If  the  projwrtion  of  children  in  female-headed  fam- 
ilies had  not  increased  during  the  past  25  years,  it  is  estimated  that 
the  number  of  poor  children  in  1983  might  have  been  almost  3  mil- 
lion, or  22  percent  lower,  than  it  actually  was- 

Components  of  growth  in  the  number  of  mother-child  families 
have  differed  at  different  times.  During  the  decade  of  the  1970*8, 
when  the  growth  rate  accelerated,  one-fourth  of  the  increase  was 
due  to  population  growth  and  one-fourth  to  increased  marital  di^ 
lution,  primarily  divorce.  Another  one^3ixth  was  attributable  to  a 
rising  proportion  of  births  out  of  wedlock,  and  one-tenth  to  a  rise 
in  the  share  of  family  breakups  that  encompassed  children.  Of  the 
remmnder  (roughly  25  percent),  about  one-fourth  was  due  to  the 
trend  for  mother-child  families  to  live  in  their  own  households 
rather  than  as  a  "subfamily**  in  another  household.  The  rest  was 
not  explained  by  any  of  these  factors. 

Fifty-one  percent  of  the  13.8  million  poor  children  in  1983  were 
in  female-headed  families.  Of  all  poor  children,  32  percent  had  sep- 
arated or  divorced  mothers;  13  percent,  never-married  mothers;  5 
percent,  widowed  mothers;  and  2-percent,  married  mothers  whose 
spouse  was  absent.  The  rest  were  in  male-present  families. 

Although  the  rate  of  change  in  family  composition  was  most 
rapid  in  the  decade  of  the  1970*s,  the  changes  are  rooted  in  older 
patterns.  Age  of  marriage,  rates  of  divorce,  and  childbearing  out- 
side of  marriage  have  changed  for  several  decades.  Divorce  rates, 
for  example,  have  been  on  the  rise  throughout  the  20th  century. 
Birth  rates  to  unmarried  teenagers  have  increased  steadily  since  at 
least  1940  and  in  1980  were  almost  four  times  as  high  as  in  1940 
(27.6  per  1,000,  compared  with  7.4). 

Dynamics  op  Poverty 

Studies  that  follow  families  over  time  have  found  that  about  two- 
thirds  of  children  who  are  ever  poor  (on  an  annual  basis)  during  a 
15-year  period  remain  in  poverty  for  no  more  than  4  years.  Howev- 
er, one  poor  child  out  of  seven  stays  poor  for  at  least  10  of  the  15 
years  and  can  be  considered  "persistently*'  poor.  These  children 
spend  two-thirds  or  more  of  their  childhood  in  poverty. 

Families  who  experience  short-term  poverty  are  demographically 
similar  to  the  population  as  a  whole,  although  blacks  and  female- 
headed  families  are  somewhat  overrepresented.  Persistently  poor 
children  have  a  different  profile— 90  percent  are  blacL  A  sigmfi- 
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cant  m^ority  lack  a  father  at  home  and  live  in  the  South.  Further, 
they  are  disproportionately  rural.  ,        .  . 

The  dynamics  of  childhood  poverty  differ  markedly  between 
black  and  white  children.  For  example: 
—45  percent  of  black  children  are  bom  into  poverty,  but  15  per- 
cent of  white  children  are  bom  poor. 
—The  average  black  child  can  expect  to  spend  more  than  5  years 
of  his  childhood  in  poverty;  the  average  white  child,  less  than 

10  months.  ,         .  ^  j  -xt, 

—Much  of  white  poverty  is  short  term  and  associated  with 

changes  in  marital  status  or  family  earnings. 
—Black  poverty  lasts  longer  and  is  less  affected  by  changes  m 

family  composition.  . 
A  drop  in  earnings  of  a  family  member  precipitates  more  than 
half  of  all  episodes  of  childhood  poverty  and  nearly  two-thirds  of 
those  for  children  in  male-headed  families.  For  children  in  female- 
headed  families,  however,  more  than  40  percent  of  spells  of  poverty 
commence  with  the  creation  of  a  female-headed  family  itself.  De- 
clines in  eamings  of  a  family  member  account  for  slightly  more 
than  one-fourth  of  the  spells  of  childhood  poverty  in  mother-child 

Higher  family  eamings  are  the  primary  route  out  of  poverty  for 
children.  Increased  eamings  account  for  91  percent  of  poverty  exits 
by  children  in  male-headed  families,  and  for  60  percent  of  poverty 
exits  by  children  in  female-headed  families.  Persons  other  than  the 
family  head  earn  a  significant  part  of  the  increased  income  that 
lifts  the  children  out  of  poverty  (almost  one-third  of  poverty  exits 
made  by  male-headed  families,  and  more  than  one-half  made  by 
female-headed  families,  are  associated  with  higher  eamings  of  a 
family  member  other  than  the  head). 

Makket  Income  and  Poverty 

From  1978-1983  the  incidence  of  market  income  poverty  among 
children  climbed  almost  30  percent,  reflectmg  the  relatively  high 
unemployment  and,  to  a  lesser  extent,  the  price  inflation  that  pre- 
vailed during  much  of  the  period.  High  unemployment  depr^ses 
earnings,  the  primary  source  of  family  income;  price  inflation 
drives  up  the  poverty  thresholds,  which  are  adjusted  yearly  for 
changes  m  the  Consumer  Price  Index.  In  7  of  the  last  12  years  av- 
erage wages  failed  to  rise  as  fast  as  the  poverty  yardstick. 

Although  the  general  demand  for  labor  may  be  a  more  important 
determinant  of  family  eamings  than  characteristics  of  individual 
workers,  some  families  have  less  opportunity  to  work  and  some 
have  lower  potential  for  eamings  than  others. 

Those  with  a  high  probabUity  of  having  subpoverty  eammgs  in- 
clude: families  with  no  full-time  eamer,  families  headed  by  moth- 
ers who  failed  to  finish  high  school,  and  mamed-couple  famihes 
with  fathers  who  failed  to  &iish  high  school.  High  school  dropouts 
have  lower  hourly  eamings  than  graduates. 

If  a  child  has  only  one  parent  with  a  fuh-time,  year-round  job, 
the  chances  are  about  1  out  of  10  (in  a  married-couple  family)  or 
more  than  1  out  of  9  (in  a  mother-child  family),  that  he  will  be 
poor.  Even  in  married-couple  families  where  both  parents  work 
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more  than  2,000  hours  a  year,  the  likelihood  of  child  poverty  is 
almost  3  percent 

In  all,  more  than  2.5  million  children  with  at  least  one  parent 
who  worked  more  than  2,000  hours  a  year  in  1982-1983  were  poor. 
They  represented  more  than  one^ixth  of  all  poor  children  in  1983, 
includmg  one-third  of  all  poor  children  in  married-couple  families. 

Black  fathers  typically  work  fewer  hom^  than  white  fathers,  and 
when  they  do  work,  they  receive  lower  hourly  wages.  Black  mar- 
ried mothers  work  more,  on  average,  than  their  white  counterparts 
and  receive  about  the  same  wage  rates.  Black  mothers  in  married 
couples  earn  moi^  than  such  white  mothers,  but  their  larger  earn- 
ings do  not  fully  offiset  the  lower  earnmgs  of  black  fathers.  White 
smgle  paM)thers  work  more  hoxirs  than  white  married  mothers; 
black  smgle  mothers,  however,  work  fewer  hours  than  black  mar- 
ried mothers. 

For  both  married  and  single  mothers,  hours  worked  increase 
with  age  of  the  mother  and  of  her  youngest  child;  they  decrease 
with  the  number  of  children. 

Cfemposition  of  family  income  differs  by  family  type.  However,  as 
Table  3  shows,  except  for  families  of  widowed  mothers,  all  family 
types  relied  on  earnings  in  1982-1983  for  more  than  half  of  total 
mcome. 


TABLE  3.^SHARE  OF  INCOME  EARNED,  ALL  FAMIUES  WITH  CHILDREN,  BY  FAMILY  TYPE, 

1982-1983 


Type  of  fami^ 

percent  (2  famiV 
inco(ne> 

Number  of  poor 
dHldrenperlOO 

Mameckotiple  family  

Femaf^headed  famiy  of: 

Never-married  motter  

Saarated  or  divorced  mother  

Widowed  mother  

  64.0 

  74.2 

12.4 

77.5 
52.2 
36.5 

» bjailated  on  baas  of  Census  Bureau  poverty  definitions,  ^wd  to  1982-1983  data.  See  Tables  1-3  and 


In  married-couple  families,  mothers  generally  earned  about  one- 
fourth  as  much  as  fathers.  Child  poverty  rates  were  inversely  relatr 
ed  to  the  share  of  family  income  earned,  except  for  families  of  wid- 
owed mothers. 

In  married-couple  families,  almost  one  out  of  four  children  would 
have  been  poor  in  1982-1983  if  they  had  i^ived  no  income  except 
fathers  earnings.  In  female-headea  families  more  than  two^thirds 
of  the  children  would  have  been  poor  if  their  only  income  had  been 
mothers  earnings.  About  40  percent  of  widowed  mothers  received 
about  half  of  their  family  income  from  social  security. 

Economic  Growth  and  Income  DisraiBimoN 

The  poor  can  benefit  either  directly  or  indirectly  from  improved 
economic  conditions.  Economic  growth  brings  job  opportunities  di- 
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rectly  to  some  who  are  poor.  Further,  high  employment  generates 
more  Government  tax  revenue,  which  can  be  used  to  increase 
transfer  payments  to  some  with  inadequate  earnings.  ,  , 

However,  the  capacity  of  economic  growth  to  reduce  the  inci- 
dence of  poverty  among  children  appears  to  have  been  diminished 
by  growing  inequality  in  the  distribution  of  family  income  relative 
to  poverty  thresholds.  ,  xt.  u 

The  question  of  income  distribution  is  laden  with  both  emotion 
and  V£due  judgments.  This  report  does  not  argue  for  or  against  a 
more  nearly  equal  distribution  of  income,  a  choice  that  is  reserved 
to  the  Congress.  It  merely  notes  shifts  in  the  distribution  of  mcome 
and  their  effects  on  the  poverty  rates  of  children. 

In  1983  the  average  mcome  of  famihes  with  children  was  *f Ovfoo- 
The  average  ratio  of  family  income  to  poverty  thresholds  (which 
are  adjusted  for  famUy  size)  was  2.48.  Thus,  the  average  familjrs 
1983  cash  income  was  more  than  double  its  poverty  threshold.  The 
distribution  of  family  income  was  more  unequal  m  1983  than  in 
1968.  For  example,  the  share  of  income  of  the  top  fifth  of  famiU^ 
with  chUdren  (ranked  by  the  ratios  of  family  income  topoverty 
thresholds)  was  8.0  times  that  of  the  bottom  mh  m  1983.  This  com- 
pares to  4.6  in  1968.  .  . 

From  1968  to  1983  average  earmngs  and  other  market  mcome  ot 
families  with  children,  whether  headed  by  a  man  or  woman,  rose 
relative  to  their  pover^  thresholds,  which  reflect  changes  in  pncM 
as  well  as  in  family  size.  These  market  income  gains  were  much 
sharper  for  blacks  than  whites  and  for  men  than  women.  In  the 
case  of  governmental  cash  transfers,  the  other  spur<»  of  money 
income  for  families,  only  male-headed  families  achieved  gains  rela- 
tive to  poverty  thresholds.  Their  primary  transfer  Payments  were 
in  the  form  of  social  insurance.  For  female-headed  famihes,  the 
ratio  of  cash  transfer  income  to  the  official  poverty  thr^hold  de- 
cUned,  reflecting  erosion  of  welfare  benefits  by  price  "Ration. 

K  every  famSy  had  experienced  the  average  1968-1983  change  of 
its  type  (by  race  and  gender  of  family  head)  in  the  ratiM  of  market 
income  and  cash  transfer  income  to  poverty  thresholds,  the  19&J 
poverty  rates  for  all  famUy  types  would  have  been  much  lower 
than  they  actually  were.  If  the  income  gains  of  white  fathers  had 
been  evenly  distributed  among  white  male-headed  famihes  with 
chUdren,  the  incidence  of  poverty  among  such  famUies  would  have 
been  cut  by  one-third  from  1968  to  1983.  Instead,  because  the  distri- 
bution of  the  income  gain  was  unequal,  rather  than  equal,  the 
actual  poverty  rate  rose  by  more  than  one-half.  For  families  ot 
black  men  the  relative  income  gain,  if  distributed  equally  among 
all  such  families,  would  have  cut  the  poverty  rate  by  ahnost  one- 
half,  but  the  actual  cut  was  only  one^ighth.  Similar  but  lesser 
changes  would  have  occurred  for  families  headed  by  women. 

According  to  simulations  done  by  Professor  Peter  Gottschalk 
(Bowdoin  CoUege)  and  described  in  Chapter  V,  economic  growth 
cannot  be  expected  to  reduce  the  rate  of  poverty  for  famihes  with 
children  very  rapidly.  The  estimates  suggest  that  unless  there  is  a 
reversal  of  the  trend  toward  inequality  of  distribution  of  famUy 
income  relative  to  poverty  thresholds,  it  might  take  m  long  as  12 
years  (with  an  unusually  high  3  percent  annual  growth  rate  m  av- 
erage market  income  relative  to  poverty  thresholds)  for  the  poverty 
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rates  of  mde-headed  fanulies  with  children  to  drop  back  to  the 
levels  of  1979  For  nonwhite  female-headed  families,  the  shnula- 
tions  mdicate  that  it  might  take  5  years. 

Government  Transtir  Spending 

loJf  t  "^AiV''^^^ ^2  percent  in  the  decade  from 
WI6  to  1983,  when  Federal  spendmg  for  income  security  climbed 
88  percent  m  constant  dollars. 

Why  did  child  poverty  rise  in  the  face  of  a  continued  increase  in 
these  outlays? 

The  answer  is  that  the  increase  in  income  security  spending  did 
not  extend  to  f;ash  outlays  for  poor  children.  Most  of  thTertra 
spendmg  for  inc«me  security  was  in  the  form  of  social  security  cash 
P^„®o°^'  ^^^^"^  chmbed  from  $101  biUion  in  1973  to  $171  biUion 
m  1983  (constant  1983  dollars).  About  two-thirds  of  social  security's 
36  million  benefi.;ianes  m  1983  were  at  least  65  years  old,  and  the 
prp^ams  mflation-a^justed  benefits,  plus  those  of  the  Supplemen- 
program  for  the  needy  aged  (and  blind  and  dis- 
Se  decade  ^      poverty  rate  by  13  percent  during 

In  contrast  to  the  growth  in  real  spending  for  the  aged.  Govern- 
ment  spendmg  dechned  in  real  terms  for  social  insurance  pay- 
ments wid  cash  welfare  benefits  to  children  who  were  poor  without 
such  aid.  Adjusted  for  pnce  inflation,  aggregate  cash  payments  for 
such  poor  children  were  about  six  percent  smaller  at  the  end  of  the 
at  the  beginning.  This  was  so  even  though  the  number 
ot  Children  poor  before  transfers  grew  by  almost  4  million  during 
the  decade.  The  rise  in  the  incidence  and  severity  of  market 
income  poverty  among  children  was  so  large  that  real  cash  trans- 
fers would  have  had  1»  rise  substantially  to  compensate.  Instead, 
th^e  transfers  dechned  m  terms  of  constant  purchasing  power. 

The  prunary  social  insurance  program  aiding  families  with  chil- 
dren 18  social  security  In  1983,  the  program  paid  $10.5  billion  to 
children  mid  pwrents.  This  exceeded  by  40  percent  the  Federal  sum 
spent  on  benefits  to  families  enroUed  in  the  cash  welfare  program. 
Aid  to  F^ih^  With  Dependent  Children  (AFDC).  A  minimal  esti- 
mate  is  that  $3.5  billion  of  the  social  security  benefits— about  one- 
^  children  whose  families'  earnings  left  them  poor. 
The  four  basic  welfare  programs  for  children— AFDC,  food 
stamps,  Medicaid,  and  subsidized  housing— showed  different  trends 
m  spendmg  and  m  coverage  of  the  poor. 

The  sh^e  of  ixwr  children  served  by  AFDC  and  the  food  stamp 
program  declined  ITie  average  monthly  number  of  children  en- 
roUed  m  AFDC  fell  11  percent  during  the  decade,  despite  a  sharp 
nse  in  the  number  ofpre-welfare  poor  chHdren.  The  result  was 
that  the  number  of  AFDC  children  (some  of  whom  may  not  have 
been  poor  on  an  annual  basis)  per  100  pre-welfare  poor  children  fell 
trom  16  to  50.  The  fraction  of  poor  children  who  received  food 
stamps  in  a  survey  month  dropped  from  76  percent  in.  1978  and  79 
per(^nt  m  1980  to  69  percent  in  1983.  However,  the  share  of  poor 
children  cover^  by  Medicaid  was  unchanged  from  1979  to  1983  at 
almost  one-half,  and  the  share  of  poor  households  with  children 
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that  received  subsidized  housing  rose  from  15  percent  in  1977  to  16 
percent  in  1981.  ^  ^  .  ■« 

In  recent  years  both  the  Food  Stamp  program  and  Medicaid  have 
concentrated  more  of  their  benefits  on  "very  poor"  children,  those 
whose  annual  family  income  is  below  50  percent  of  their  poverty 
thresholds.  The  share  of  food  stamp  households  (with  children)  who 
were  very  poor  more  than  doubled  from  1980  to  1982,  reaching  49 
percent.  Similarly,  the  proportion  of  Medicaid  children  who  were 
very  poor  rose  from  24  percent  in  1979  to  39  percent  in  1983.  More- 
over, the  share  of  the  Nation's  very  poor  children  with  Medi^d 
coverage  climbed  to  54  percent  in  1983,  up  one^ighth  from  1979. 

Unl&e  AFDC,  food  stamp  and  Medicaid  outlays  generally  m- 
creased  in  constant  dollars  over  the  decade,  except  for  a  downturn 
in  1982.  Subsidized  housing  benefits  grew  steadily.  Social  security 
outlays  for  children  and  their  parents  fell  19  percent  in  real  terms, 
reflecting  child  population  decline  and  phaseout  of  student  bene- 
fits 

Maximum  benefit  levels  and  income  limits  for  AFDC,  Medicaid, 
and  subsidized  housing  are  unrelated  to  poverty  thresholds.  Maxi- 
mum food  stamp  benefits,  however,  are  so  linked.  Thev  equal  the 
adjusted  price  of  the  Thrifty  Food  Plan,  which  is  roughly  one-third 
of  the  poverty  thresholds  for  most  families. 

States  set  maximum  AFDC  benefits,  which  vanr  widely,  and  they 
pay  46  percent  of  their  aggregate  cost.  The  food  stamp  maximum 
benefit  schedule  is  uniform,  and  benefits  are  fully  federally  funded. 
Since  food  stamp  benefits  vary  Inversely  with  cash  income,  famines 
without  market  income  in  low-benefit  AFDC  States  receive  larger 
food  stamp  benefits  than  those  in  high-benefit  States.  AITX;  bene- 
fits have  been  eroded  by  inflation,  exi^  some  of  the  cash  benefit  loss 
has  been  offset  by  food  stamps.  The  maximum  AFDC  benefit  of  the 
median  State  (ranked  by  benefit  levels)  fell  about  one-third  from 
1971  to  1985  in  constant  dollars. 

Welfare  Poucy  and  the  Rise  in  Female-Headed  Famiues 

By  Federal  law,  AFDC  is  available  only  to  needy  children  m 
single-parent  families,  unless  the  second  parent  is  i^capa^tated, 
underemployed,  or  unemployed.  Most  States  do  not  offer  AFDC  to 
unemployed  two-parent  families,  no  matter  how  needy  they  are. 

When  AFDC  was  enacted,  88  percent  of  families  that  received 
State  welfare  were  needy  because  the  father  had  died.  AFDC  bene- 
fits were  mtended  to  help  the  widow  care  for  her  children  at  home. 
But  as  time  passed,  the  percentage  of  AFDC  enroUees  who  were 
widows  and  paternal  orphans  shrank  to  a  tiny  minority.  In  March 
1979  fewer  than  3  percent  of  AFDC  children  were  paternal  or- 
phans. And  in  March  1983  more  than  88  percent  of  the  children 
had  able-bodied  but  absent  fathers;  furthermore,  the  fathers  of  47 
percent  of  AFDC  children  were  not  married  to  their  mothers. 

Over  the  years  there  has  been  concern  that  concentration  ot 
AFDC  benefits  on  fatherless  families,  and  the  program  s  exclusion 
of  needy  families  with  full-time  jobs,  may  have  inadvertently  en- 
couraged family  breakup  and  unwed  parenthood. 

For  both  black  and  white  teenagers,  the  proportion  of  preman- 
tally  conceived  births  increased  from  1959  to  1978.  At  the  same 
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time  a  declining  percentage  of  these  unwed  pregnant  young  women 
became  married  before  the  baby's  birth.  Some  observers  have 
maintamed  that  welfare  rules  have  discouraged  marriage. 

The  most  complete  analysis  of  AFDC's  effects  on  family  structure 
(discussed  in  Chapter  HI)  found  that  AFDC  has  had  a  dramatic 
impact  on  the  living  arrangements  of  young  single  mothers,  in- 
creasing  the  proportion  who  set  up  their  own  households.  The 
study  found  that  unmarried  mothers  in  high-benefit  States  were 
much  more  likely  to  live  in  a  separate  household  than  those  in  low- 
benefit  States.  The  study  also  found  that  benefit  levels  had  a  "rela- 
tively modest  effect"  on  divorce  and  separation  rates,  primarily 
among  young  married  mothers,  but  that  they  had  no  effect  on 
cnildbeanng  decisions  of  unmarried  women  at  any  ages. 

The  Seattle-Denver  income  maintenance  experiments,  which  pro- 
vided unconditional  cash  assistance  (and  offered  separate  payments 
to  both  halves  of  a  couple  that  spUt  up),  increased  the  rates  of 
family  breakup  among  families,  with  or  without  children,  who  re- 
ceived job  counseling  or  education  subsidies  in  addition  to  cash  aid 
(In  this  study,  "families"  included  unmarried  couples  with  children 
who  lived  together  on  a  continuing  basis.)  For  families  with  chil- 
dren who  received  only  cash  aid,  however,  the  payments  apparent- 
ly decreased  rates  of  family  breakup,  according  to  an  ancdysls  re- 
cently reported.  1  Whether  the  difference  was  due  to  presence  of 
chJdren  or  to  lack  of  noncash  services,  or  both,  was  not  clear. 
^  Some  researchers  have  called  for  renewed  attention  to  the  rise  of 
joblessness  among  young  black  men,  which  they  consider  to  be  a 
m^or  cause  of  the  long-term  steady  increase  in  female-headed 
households.  The  cause  of  the  rise  in  joblessness  is  unclear.  Study  is 
needed  to  examine  at  least  two  hypotheses:  (1)  that  demand  miirht 
be  low  for  young  black  male  workers,  and  (2)  that  they  might  be 
less  wiUmg  to  work  than  young  black  men  in  earlier  years. 

Issues  for  Study 

The  interaction  of  wage  rates,  unemployment  rates,  welfare  ben- 
efit levels,  and  categoncal  eligibility  rules  affect  children's  econom- 
ic status  m  ways  not  yet  understood.  Among  the  major  questions 
that  need  exploration  are  the  following: 

Why  has  the  distribution  of  earnings  relative  to  poverty 
thresholds  become  increasingly  unequal  for  families  with  chil- 
dren? Is  a  polarization  occurring  between  high  and  low  earners 
(within  each  racial  and  sex  group)?  Why  has  there  been  a  gen- 
eral rise  m  the  proportion  of  persons  with  low  earnings? 

Does  poverty  among  young  adults,  especially  among  high 
school  dropouts,  result  from  a  change  in  employers'  willingness 
to  hire  those  without  credentials,  or  from  change  in  skilte  re- 
quired for  today's  jobs,  or  from  a  decline  in  motivation  and 
skills  of  the  young  people? 

What  is  the  status  of  the  one-half  million  poor  children  not 
m  related  families?  How  many  are  themselves  heads  of  fami- 
lies? 
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Why  are  poverty  rates  of  chUdren  in  two-parent  black  fami- 
lies double  (and  those  of  Hispanic  families  more  than  double) 
those  of  their  white  counterparts? 

To  what  extent  is  the  rise  in  black  female-headed  families 
due  to  low  job  demand  for,  or  changes  in  the  labor  supply  of, 
young  black  male  adults? 

Why  do  black  single  mothers  work  fewer  hours  than  white 
single  mothera,  and  black  married  mothers  work  more  hours 
than  white  married  mothers? 

WTiat  is  the  relative  importance  of  the  various  factors  that 
influence  hours  worked  and  wages  earned  by  parents? 

What  is  the  impact  of  racial  discrimination  upon  earnings  of 
families  with  children? 

In  summary,  the  incidence  and  intensity  of  poverty  among  chil- 
dren reflect  demographic,  economic,  and  social  conditions,  along 
with  public  policies  about  transfer  payments.  The  relative  impor- 
tance of  these  factors  and  the  ways  in  which  they  interact  are  com- 
plex and  not  well  understood. 
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CHAPTER  L  INTRODUCrnON:  PURPOSE  AND  SCOPE  OF 

STUDY 

Child  poverty  is  a  persistent  problem  and  for  many  years  has 
been  growing.  In  the  1973-1983  decade  an  extra  eight  chSdren  per 
100  were  added  to  the  poverty  population,  lifting  Qie  child  poverty 
rate  to  22.2  per  100.  This  was  the  highest  rate  smce  the  mid.l960s. 

As  a  result  of  the  sharp  rise  in  mcidence  of  their  poverty,  the 
number  of  poor  children  rose  by  4  million  over  the  10-year  period, 
even  though  the  Nation's  total  child  population  shrank  by  six  mil- 
hon. 

This  study  explores  the  growth  of  poverty  among  children  at  the 
request  of  the  Subcomimttee  on  Public  Assistance  and  Unemploy- 
ment Q)mpensation  and  the  Subcommittee  on  Oversight  of  the 
House  Ways  and  Means  Committee.  The  report  examines  the  prob- 
lem of  poverty  among  children  and  seeks  mcgor  causes  for  ite  per- 
sistence, and  for  its  marked  rise  from  1978  to  1983. 

"^i.  ^S?^  ,^^^?P^°°  ^  by  the  Congressional 
Budget  Office  (CBO)  that  was  requested  at  the  same  time  by  the 
subcommittees.  CBO  was  directed  to  develop  alternative  poverty  in- 
dexes and  to  estimate  the  costs  and  impacts  of  a  range  of  policy 
options  for  reducing  poverty  among  children: 

This  report  deals  only  with  income  poverty,  the  condition  of 
haymg  mcome  below  the  official  poverty  threshold.  It  does  not  ex- 
amine a  range  of  other  kinds  of  poverty  sometimes  cited  by  econo- 
mists, such  as  'education  poverty,"  "health  poverty,"  or  "transpor- 
tation poverty,  nor  does  it  discuss  the  possible  effects  of  income 
poverty  upon  a  child's  health,  education,  aspirations,  work  ethic, 
and  the  like. 

This  report  is  organized  around  five  miyor  questions: 
Extent  of  problem.— Wiat  is  the  size  and  nature  of  the  problem 
of  income  poverty  among  children?  Chapter  n  presents  1983  data 
and  1959-1983  trend  statistics.  It  examines  poor  children  by  family 
type,  by  age,  by  race.  It  shows  how  much  more  money  children 
needed  to  cross  over  the  poverty  threshold  in  1983  (their  poverty 
income  gap),  what  part  of  the  Nation's  total  poverty  gap  was  relat- 
ed to  children,  and  how  this  has  changed  over  time.  It  also  con- 
trasts the  persistently  poor  from  those  in  relatively  shorfc-term  pov- 
erty. 

Noncash  income. —How  are  the  coimts  of  poor  children  changed 
by  treating  some  mcgor  noncash  benefite,  such  as  food  stamps,  as 
income.  To  what  extent  do  food,  housing,  and  medical  benefits  fill 
the  poverty  income  deficit?  How  much  mgher  are  poverty  rates  if 
they  are  determined  on  the  basis  of  after-tax  income  rather  than 
pre-tax  income?  Chapter  n  prints  data  showing  the  extent  and 
nature  of  child  poverty  after  addition  of  m^or  noncash  benefits 
and  payment  of  taxes. 
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Causes.— What  are  the  main  reasons  for  the  persistence  and 
worsening  of  poverty  among  children?  Chapter  HI  examines  the  re- 
lationship between  demographic  variables,  and  trends  in  childhood 
poverty.  It  focuses  on  household  composition,  marital  status  of  par- 
ents, race,  and  size  of  family,  and  relates  changes  in  these  factors 
to  long-term  trends  in  the  total  population.  Chapter  IV  examines 
types  of  famOies  with  children  that  tend  to  have  subpoyerty  earn- 
ings and  identifies  factors  associated  with  their  low  earnings. 

Economic  growtL—Yf^l  economic  growth  solve  the  problem  of 
poor  children?  Chaptei  V  studies  this  question  and  provides  data 
about  the  trends  in  distribution  of  income  from  wages  and  property 
(market  income)  among  families  with  children. 

Government  benefits.— Wiy  has  poverty  among  children  mr 
creased,  despite  large  spending  for  need-tested  benefits?  Chapter  VI 
explores  trends  in  spending  for  income  benefits  to  children  poor 
without  them.  It  examines  basic  benefit  programs  that  aid  chil- 
dren: Aid  to  PamDies  with  Dependent  Children  (AFDC),  social  secu- 
rity, food  stamps.  Medicaid,  and  subsidized  housing.  All  but  social 
security  impose  a  test  of  low  income  and  assets. 

Finally,  nine  appendixes  provide  additional  information,  as  fol- 
lows: ,  , 

Appendix  A.  Additional  details  about  basic  welfare  programs 
aiding  children  and  their  families:  AFDC,  food  stamps.  Medicaid, 
and  subsidized  housing. 

Appendix  B.  Description  of  supplemental  cash  and  noncash  pro- 
grams aiding  some  needy  children.  Benefits  include  chDd  nutrition, 
foster  care,  day  care,  medical  services,  and  child  support  enforce- 
ment. ,  X    •  . 

Appendix  C.  History  of  Federal  employment  and  trammg  pro- 
grams. 

Appendix  D.  AFDC  and  work:  Brief  history  and  current  provi- 
sions of  the  law.  . 

Appendix  E.  Chronology  of  m^or  congressional  action  on  chil- 
dren's benefits,  1960-1984. 

Appendix  F.  Discussion  of  the  income  distribution. 

Appendix  G.  Bibliography. 

Appendix  H.  Regional  and  State  chDd  poverty  data. 
Appendix  I.  Support  tables  providing  data  for  charts  m  the 
report. 

Method  of  study 

To  carry  out  the  study,  CHS  analyzed  Census  Bureau  income 
data  on  2.5  million  persons  for  the  years  1968  through  1983.  The 
data  file  that  CRS  amassed  provides  more  information  about  the 
economic  status  of  children,  in  more  detail,  than  had  been  brought 
together  before.  And  because  consistent  definitions  were  applied  to 
the  data,  to  compensate  for  changes  in  survey  terms  used  over  the 
years,  the  data  series  was  more  reliable. 

Using  the  child  as  the  unit  of  analysis,  the  study  undertook 
many  tasks.  They  included:  .  , .      .  r  j 

—Determining  the  poverty  status  of  children  before  and  alter 
social  insurance  benefits,  and  before  and  after  welfare  benefits. 

—Calculating  the  poverty  mcome  deficit  of  children  year  by  year. 
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—Exploring  changes  in  fanaily  compoeition  and  their  impact  on 
children  8  poverty. 

The  study  used  Census  Bureau  income  data  to  explore  in  detail 
flie  1982-1983  earnings  of  fathers  and  mothers  in  married-couple 
families  and  of  mothers  raising  children  alone,  and  to  relate  their 
earmnsj  to  many  factors,  including  age,  completion  of  high  school, 
^  rJ^^'  examined  the  extent  to  which  the  pover- 

ty of  families  with  children  has  been  affected  by  a  general  rise  in 
the  proportion  of  persons  with  low  earnings  over  the  years. 

The  study  has  confirmed  many  previous  understandinigs  about 
child  poverty,  yielded  some  new  insights,  and  identified  several 
areas  that  need  further  examination. 

[NoTB.— All  tables  and  charts  in  the  report  were  prepared  by  the 
Congressional  Research  Service,  except  for  Tables  6hI  through  6-6. 
Mcome  data  are  from  Current  Population  Surveys  conducted  each 
March  by  the  Census  Bureau  and  fix)m  the  Panel  Study  of  Income 
Iiynaimcs  conducted  annually  by  the  Survey  Research  Center  of 
the  University  of  Michigan.] 
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CHAPTER  II.  DEFINITION,  DESCRIPTION,  AND  DYNAMICS  ^ 

1.  Introduction 

Who  are  the  poor  children?  How  severe  is  their  poverty?  How 
many  children  are  poor  for  a  large  part  of  their  childhood? 

Tms  chapter  answers  such  questions  by  examining  Censxis 
Bureau  data  and  reviewing  some  recent  findings  about  how  fami- 
lies enter  and  leave  poverty.  It  first  discusses  &e  official  measure 
of  poverty  and  shows  how  the  count  of  the  "poor*'  is  changed  if 
more  than  cash  income  is  counted,  or  if  after-tax  income  is  iised 
rather  .than  pre-tax. 

It  then  describes  poor  families  with  children  in  1983,  the  last 
year  for  which  there  are  reliable  national  data,  and  reports  trends 
in  childhood  poverty  over  the  period  1959-1983, 

Finally,  the  chapter  concludes  by  reviewing  research  on  the  dy- 
namics of  poverty  among  children,  which  is  based  on  a  repres<^nta- 
tive  sample  of  U.S.  families  followed  for  10  years.  This  perspective 
provides  insights  into  the  duration  and  severity  of  poverty,  and  on 
the  events  that  are  associated  with  transitions  into  and  out  of  pov- 
erty. 

2.  Definition  of  Poverty 
Current  Census  Bureau  Definition 

The  set  of  poverty  thresholds  computed  annually  by  the  Census 
Bureau  date  back  to  the  early  sixties.  These  levels  are  used  in  the 
Federal  Government  s  official  coimt  of  the  low-income  population; 
they  do  not  automatically  determine  an  individual's  eligioility  for 
needs-tested  benefit  programs  and  are  not  used  in  any  'vay  by  cash 
welfare  programs.^ 

Developed  in  1961,  the  original  thresholds  represented  three 
times  the  annual  cost  of  the  UbDA's  economy  rood  plan  for  a 
family.  Tlie  food  plan  specified  quantities  of  food  groups  that  to- 
gether met  nutritional  goals  (Recommended  Daily  Allowance)  and 
reflscted  food  used  by  low-income  households.  Consumption  surveys 
in  the  late  fifties  showed  that  food  costs  represented  roughlv  one- 
third  of  an  average  family's  after  tax  cash  income.  Accordingly,  the 
annual  cost  of  the  economy  food  plan  was  multiplied  by  three  to 
represent  an  annual  "needs"  level  or  poverty  threshold.  These 


*  Richard  Rimkunas  wrote  pftrU  1-4  of  thit  chapter,  and  Kenneth  Cahill  wrote  part  5.  Mr 
Rimkunss  prepared  the  computer  graphs. 

*  Prxjgraip  eugibdity  for  meana-tetted  program*  variea  from  program  to  prognim  Thoae  non- 
cash benefit  programs  which  do  relate  eligibility  to  poverty  use  the  FedenI  income  poverty 
guidelmes.  which  ore  derived  from  the  Census  Bureau  s  poverty  thresholds.  See  Table  2-1  For 
mfonnauon  about  eligibihty  rules  m  means-tested  programs,  see  U5.  Library  of  Cpngroas  Con 
gr«eional  Research  Service.  Cash  and  Non-G^  Benefits  for  Penons  with  Limited  Income  Eli 
gibility  Rules,  Rocipient  and  Expenditure  Data.  FY  1981  1983.  [Compiled  by  Vee  Burke].  Wssh- 
Sigton,  DC,  June  1984.  CRS  Report  No.  84-99  EPW. 
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family  income  thresholds  were  furtier  adjusted  for  the  size  of  the 
family.  The  thresholds  are  updated  amiually  by  the  change  in 
prices  as  measured  by  the  Consumer  Price  Index  (CPI-U).»  Table 
2-1  provides  the  poverty  thresholds  for  selected  family  sizes  for 

1983  and  1984. 

TABLE  2-l.-SELECrED  POVERTY  THRESHOLDS  FOR  FAMIUES 
^        .  l983  no«ftv      Estimated  1984       1985  Federal 

One  person  (unrelated  individual)   $5,061  $5,280  $5  250 

Two  persons   6,483  6,760  1050 

Three  persons   7,938  8,280  8,850 

fiwr  persons.   10,178  10,610  10,650 

Five  persons...   12,049  12,560  12,450 

Sw  persons   13,630  14,210  14,250 

Seven  persons   15,500  16,160  16,050 

Bght  persons   17,170  17,900  17,850 

Nine  or  more  persons   20,310  21,170  19,650 

rn*^  poverty  McMz  were  derived  by  increasnj  Uie  19^3  threslwlds  bv  a  factor  of  1.C4255,  eJcft 
rc^  the  4^jert»rt  change  m  the  average  annual  Consumer  Price  Index  Iwtvwen  1983  and  1984.  These 
estoles  may  dSfeity  a  few  dolbrs  from  the  thresholds  that  will  l)e  jxibTished  in  the  advance  report  on  the 

1984  povtfty  popuiatioo,  which  is  planned  for  release  in  August  1985  liy  the  Bureau  of  tiie  Censui 
f  mm  to  the  1984  Censas  Bureau  threshokis.  Used  by  some  benefit  programs  In  determining  efigibHity 

or  targctmgaxL  See  Federal  Register,  Volume  50,    46,  Mar.  8,  1985,  951^^^^^ 
Source:  Dqiartment  of  Commerce,  Bureau  of  the  Census,  Jan.  23,  1985. 

Official  poverty  statistics  are  based  upon  annual  cask  pre-tax 
income*  Cash  income  includes  income  from  earnings,  interest, 
public  and  private  pensions,  child  support  and  alimony  (all  classi- 
fied as  "market  income"  in  this  report);  social  insurance  programs 
such  as  social  security  and  unemployment  compensation^  and  cash 
welfare  income  from  programs  like  Aid  to  Families  With  Depend- 
ent Children  (AFDC). 

Yearly  poverty  statistics  reported  by  the  Census  Bureau  (Series 
P-60  reports)  are  based  on  the  March  Current  Population  Survey 
(CPS),  which  includes  a  survey  supplement  on  income  of  the  previ- 
ous calendar  year.  Estimates  of  poverty  are  derived  from  this 
sample  of  the  noninstitutionalized  civilian  population  by  comparing 
a  family's  pre-tax  cash  income  to  its  poverty  threshold. 


f  For  •  Bhort  penod  the  annual  update  of  the  thnwhold*  reflected  food  pnce  change*  only.  The 
onpnaJ  article  detailing  the  logic  of  the  mathematical  mampulaUons  at  the  heart  of  the  threch- 
old  can  be  found  in  Mollie  Orshansky,  Counting  the  Poor  Another  Look  at  the  Poverty  Profile 
Social  Security  Bulletin  Jan.  1965.  p.  3-29.  One  of  the  firet  article*  lookmg  at  the  extent  of  pov^ 
erty  among  duldren  uting  a  ainular  concept  of  pover^  was  Mollie  Onihaniky,  Children  of  the 
Poor,  Social  Security  Bulletin.  July  1963.  p.  3-13. 

*This  pre-tax  caah  income  is  reported  by  mirvey  respondents.  As  a  result  of  this  self-reporting, 
there  IS  tome  un&x^reporting.  of  the  type  and  amount  of  income  for  some  famihea.  Part  6  of 
thu  chajrtcr  provides  additional  detail  about  this  issue,  when  it  compares  poverty  rates  estunatr 
ed  from  the  Panel  Study  of  Income  Dynamics  to  the  CPS  estimates. 
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Alternative  Measures  op  Income  and  Povertv 

NON-CASH  benefit  INCOME 

Recently,  there  has  been  discussion  that  pre-tax  ca^h  income 
alone  provides  an  incomplete  picture  of  the  economic  condition  ot 
famili^  and  individuals."  Some  critics  argue  that  failure  to  count 
non-cash  benefits  ignores  an  important  kind  of  mcome  that  allevi- 
ates hardships  of  some  low-income  persons.  It  is  also  argued  that 
basing  poverty  counts  on  cash  income  only  has  become  more  mis- 
leading as  non-cash  benefit  programs  have  grown.  If  non-cash  bene- 
fits were  incorporated  into  famiUes'  income  to  determine  then-  pov- 
erty status,  the  poverty  count  would  be  lower.  It  should  be  noted, 
however,  that  the  failure  to  count  non-cash  benefits  made  {ess  dif- 
ference at  the  time  the  official  poverty  definition  was  established, 
since  non-cash  benefits  then  were  relatively  smaU.  (There  also  are 
disputes  about  the  poverty  threshold  itself.  Some  propose  to  update 
it.  some  to  replace  it  with  a  relative  measure.  For  discuMion  and 
examples,  see  the  companion  study  by  the  Congressional  Budget 
Office.) 

DEDUCTION  OP  TAXES 

Although  the  poverty  thresholds  are  based  upon  after-tax  con- 
.  sumption  patterns  (i.e.,  the  after-tax  purcha^  of  food),  pre-tax  cash 
mcome  is  compared  to  the  poverty  thresholds  to  determme  who  is 

^'feiioring  taxes  is  inconsistent  with  the  original  concept  of  the 
threshold  The  basis  for  the  current  poverty  threshold  is  the 
amount  of  afl«r-tax  income  needed  to  purchase  necessary  amoimts 
of  food.  Originally,  the  failure  to  account  for  taxes  was  thought  to 
have  a  small  impact  on  the  count  of  poverty.  Famihes  below  the 
poverty  threshold  were  considered  to  pay  mimmal  or  no  mcome 
taxes,  and  payroll  taxes  for  many  years  were  smaU.  For  example, 
betw^n  1975  and  1979,  the  Federal  income  tax  threshold  for  a 
famUy  of  four-the  level  of  income  needed  before  a  family  wo^d 
pay  any  Federal  income  taxes,  was  above  the  poverty  level  for  this 
hme  family.  (See  Chart  2.1.)  By  1981  however,  the  mcome  tax 
threshold  feU  below  the  poverty  thr^hold,  requirmg  some  poor 
families  to  pay  Federal  income  taxes.*  Chart  2.1  shows  the  rela- 
tionship between  the  poverty  and  income  tax  t^^holds  oyer  tun^ 
for  a  fmnily  of  four.'  The  shaded  area  on  the  chart  indicates  years 
in  which  the  income  tax  threshold  is  below  the  poveijy  threshold 
(i.e.,  when  some  poor  famiUes  would  be  subjert  to  Federal  mcome 
tax).  This  chart  shows  that  in  most  years  poor  famihes  of  four  viete 
subject  to  income  tax,  which  reduced  their  disposable  mcome.  The 

•Anderson  M  Welfare-  Hoover  Institution  Preas,  Palo  Alto.  1978.  Cong"*"""*!  budget 

*f  InllSSfmni^rKA  'Good  Idea'  Gone  Too  Far?  Policy  Studies  Jourril,  Mar  19S2.  P  499- 
^^The  Federal  mcomo  tax  threshold  may  not  fall  farther  below  the  poverty  threshold  in  the 
'"^'^thiJS^ldloS^^  with  dependent  ^dren  FuU 

Means  Background  liaterial  on  Poverty,  p.  146. 
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relatioDBhip  between  the  income  tax  threshold  and  the  poverty 
threshold  vanes  with  the  size  of  the  family. 


CBAST  2.1 


Comparison  of  Poverty  Threshold  and 
Ffederal  income  Tax  Threshold  for  a  Phmily  of  Pbur 
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Bot«:    Appendix  I  provide,  data  for  thl.  chart  and  others  la  the 
report* 
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METHODS  OP  VALUING  NON-CASH  INCOME 

The  alternative  measures  of  poverty  reported  below  r^^Von 
V J^ti^^a^up  ^ej^^p^^r  the  Census^Bure^^  The^(W 

•"S'SK^^'S^^erent  methods 

per  capita.share  of  the  to^  Me^^e^  ^^^^  j^^^^ 

''«?^Sf^S5'Snt  value 

^JSvISS  :p^l=.fpSdS  a«"e  for  in- 

•FuUdetaU.  of  the  methods  used  mth^^al^^^^^^^ 
grrent  Population.  Survey  Bene.  P-23.  No  '^jg^^j^*^^  TCS2<3 
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were  not  avaUable  in  April  1985.  As  a  result,  the  most  recent  after- 
tax  estimates  presented  here  are  for  1982. 

3.  Poor  Cl'Udren  In  1983 
Children  Versus  Other  Age  Groups 

INCIOE>;CE  OP  POVERTY 

A  note  on  a  definition  of  a  "child" 

Typi^ly,  we  think  of  a  child  as  anyone  under  the  age  of  18  But 
th^  definition  Ignores  the  chad's  relationship  to  oth^  persons  S 
the  family  Is  the  child  living  with  one  or  both  parents?  Is  the  child 
living  with  a  grandparent  or  other  relatives?  Is  the  chUd  the  head 

f,LS  ^  n*^  f^""^^^         relationships  has  some  impact 

upon  a  child  s  well-bemg,  this  paper  uses  concepts  o:  the  chUd  that 
correspond  to  these  family  relationships.  It  uses  the  term  "all  S 
dren  under  If,  to  refer  to  anyone  under  18,  regarSof  famSy 
relationship  A  "related  chUd"  means  a  person  under  the  ^eTl8 
who  IS  not  the  head  of  a  family  or  the  spouse  of  the  hea^  but  is 
i3  "^^^  f^ly.niembers.  Thes^  other  famUy  member 

S  ^^'^  s^*®"^'  grandparents,  and 

other  relatives  The  Census  Bureau's  trend  data  for  diUdrek  use 

r       ^  to  a  person  under  Se 

T.^nJ^^'^^'^S  both  parents.  In  1983,  98.8  percent  of 

Sated  cMdren^o     ^^""^  ^^^^^  92.7  percent  were  own 


«™''»Ki;*'^!^?*^r.u  ■^''^  relationships  are  helpful  in  describing  children,  thoee  children  who 
fn^ii^l.if^T^^  P»'^"'«'>  a"<i  thos«  children  who  live  MurreCd 

bi  Srf    to  ^^^fS""*  ''''        '"^"^  °'  ''''  ^hUd  population  ^d  "w?K 
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cam  2.2 

Comparison  of  Poverty  Rates  by  Age  and 
Fhmily  Status:  1983 


CMMrtn 


Ntnoatd 
MMt 


ChlMrtn 


Ml 


Nonoftd 


iultt 


wUhtu> 
ChlMrtR 


CNMren 


Cash  income  _ 

nnilHrPn  are  more  likely  to  be  poor  than  other  age  groups,  in 
iqR?^the^v^^^  chUdrW^was  22.2  penx^nt  (for  relat3d 

Siln%rr^^  for  the  aged  "was  141^^^^^ 

o/ittUa  ^9A  nercent  As  shown  in  Chart  is.^  tamiues  witn 

Sout  chUdren.  Further,  adulte  living 

are  nearly  three  times  more  likely  to  be  poor  than  adults  uvmg  m 
families  without  children. 

Non-cash  income  ,    ,  ,  i. 

Countine  raaior  non-cash  benefits  (food  stamps,  school  lunches 
nuWk  or  othe?  subsidized  housing."  Medicaid  and  Medicare)  as 
fncome  diSS  the  incidence  of  poverty  among  these  various  age 
SouM  Tawf  1-2  provides  estimates  of  the  poverty  rajg  m  1983 
foJSte  and  chilS-en  using  various  income  concepts.  Two  cone  u- 
em^rS  from  tiie  table^First.  no  matter  what  method  of  valu- 

etampfl,  and  Medicaid.  ^ 
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aticn  is  used,  the  poverty  rate  of  children  is  reduced  less  than  that 
of  the  aged,  but  more  than  that  of  the  nonaged  (adults  between  18 
and  64  years  of  age).  Individuals  over  the  age  of  65  exper^t^nce  de- 
creases in  their  poverty  rate  that  in  some  instances  are  four  times 
as  large  as  those  for  children.  Since  working  age  adults  are  less 
likely  to  rely  upon  non-cash  benefits,  their  rates  do  not  decline  as 
much  as  those  of  children.  Second,,  including  a  cash  value  for  medi- 
cal payments  (especially  the  market  value  estimates)  reduces  the 
poverty  rate  for  all  age  groups  bv  substantial  amounts.  Including 
market  value  estimates  of  medical  benefits  with  the  other  non-cash 
benefits  reduces  the  poverty  rate  for  children  by  about  one-fourth 
and  that  of  the  aged  by  almost  three-fourths.  Including  these  medi- 
cal payments  has  the  effect  of  reducing  the  incidence  of  poverty  for 
groups  with  high  medical  risks.  The  aged  are  a  good  example.  In 
1983,  Medicaid  benefits  had  an  annual  market  value  of  $1,014  for 
the  aged,  2.5  times  the  size  of  the  annual  value  ($404)  for  persons 
under  21.  Although  the  value  of  these  medical  benefits  are  adjusted 
by  medical  risk,  the  poverty  thresholds  are  not.  Adding  only  food 
and  housing  benefits  to  counted  income  has  more  moderate  effects 
upon  poverty  rates. 

TABLE  2-2-COMPARISON  OF  ALTERNATIVE  POVERTY  RATES  BY  AGE  GROUP  1983  ' 


Type  of  measure  ^ 


1.  Official  poverty  rate  (cash  income)  

2.  Cash  income  plus  food  stamps,  school 
lunchi  subsidized  housing: 

a.  Recipient  value  

Percent  decline  

b.  Poverty  budeet  share  

Percent  decline  

c.  Market  value  

Percent  decline  

3.  Cash  income  plus  food  stamps*  school 
lunch,  subsidized  housing*  non-institutional 
payments  for  medical  benefits: 

a.  Recipient  value  

Percent  decline  

b.  Poverty  budget  share  

Percent  decline  

c.  Market  value  

Percent  decline  


Children  (under    Nonaged  Adult     Aged  adult 
18)  (18-64)  65+ 


22.2  12.4  14.1 


20.4  11.6  12.6 

(-8.1)  (-6.5)  (-10.6) 

20.1  11.5  12.3 

(-9.5)  (-7.3)  (-12.8) 

19.9  11.4  12.3 

(-10.4)  (-8.1)  (-12.8) 


19.6  11.2  9.5 

(-11.7)  (-9.7)  (-32.6) 

18.0  11.0  9.1 

(-14.4)  (-11.3)  (-35.5) 

15.9  9.4  3.7 

(-28.4)  (-24.2)  (-73.8) 


'Table  entries  in  parentheses  represent  the  percentage  decline  from  the  official  cash  income  measure. 
,  »AI!  alternative  measures  include  valuations  for  food  stamps,  school  lunch,  and  public  housing.  In  some 
instances  Medicare  and  Medicaid  benefits  are  also  included  as  a  ^rce  of  <ncome.  When  these  medical  benefits 
are  included  there  is  no  valuation  of  institutional  payments. 

After-tax  income 

The  overall  poverty  rate  in  1982  would  have  been  1.1  percentage 
points  higher,  a  7.3  percent  increase,  if  taxes  were  deducted  from 
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counted  income  (Table  2-3).  As  one  would  expect,  the  poverty  rate 
for  individuals  between  the  ages  of  18  and  64  increase  the  most 
after  deduction  of  taxes  (9.1  percent);  the  child  rate  has  the  next 
largest  increase  (8.2  percent).  The  rate  for  those  65  years  old  and 
older  does  not  change  significantly.  The  relatively  large  increase  in 
the  child  poverty  rate  partly  stems  from  tiie  large  number  of  poor 
families  with  children  who  have  some  earned  income;  in  1982,  77 
percent  of  poor  male-present  families  with  children  had  earned 
income,  while  46  percent  of  female-headed  families  had  earned 
income. 

If  poverty  rates  were  calculated  on  the  basis  of  after-tax  cash 
income  plus  non-cash  benefits,  they  would  have  fallen  below  the 
actual  rates  but  above  those  based  on  pre-tax  cash  plus  non-cash 
income.  Table  2-3  shows  that  nonaged  adults  again  experience  the 
largest  unpact  when  taxes  are  deducted  from  their  income,  fol- 
lowed by  children.  Taxes  increase  the  alternative  rates  for  those 
between  18  and  64  years  old  from  eight  to  9.9  percent  depending 
upon  the  valuation  method.  The  rate  of  increase  for  children  varies 
from  7.6  percent  to  9.7  percent. 

TABLE  2>3.  -POVERTY  RATES  BY  AGE.  1982  AFTER  DEDUCTIONS  FOR  TAXES  AND 
SELECTED  NON-CASH  BENEFITS^ 

Percent- 


Ovefall 
rate 


Children    Konaged  Aged 
(under      adult      adult  increase 
18)  •    (ia-64)     65+     in  overall 
rate 


1.  Official  poverty  rate  (total  cash 

income)   15.0  21.9  12.0  14.6  

Cash  income  less  taxes   16.1  23.7  13.1  14.7  7.3 

2.  Cash  income  plus  food  stamps,  school 
lunch,  subsidized  housing: 

a.  Recipient  value   13.7  19.8  11.2  13.1  

Less  taxes   14.7  21.4  12.1  13.2  7.3 

b.  Poverty  budget  share   13.6  19.5  111  12.8  

Less  taxes   14.6  21.0  12.0  12.0  7.4 

0.  Market  value   13.4  19.2  10.9  12.8  

Less  taxes   14.4  20.8  11.9  12.9  7.5 

3.  Cash  income  plus  food  stamps,  school 
lunch,  subsidized  housing,  nonnnstitu- 
tional  payments  for  medical  benefits: 

a.  Recipient  value   12.9  19.1  10.7  10.0  

Less  taxes   13.9  20.7  11.7  10.1  7.8 

b.  Poverty  budget  share   12.5  18.3  10.5  9.6  

Less  taxes   13.6  19.9  11.5  9.7  8.8 

0.  Market  value   10.3  15.4  9.1  4.1  

Less  taxes   112  16.9  10.0  4.1  8.7 

Average  increase: 

After  deduction  of  taxes   1.0  1.6  1.0  .09 

From  income  ^  (percent)   6.9  7.3  8.25  .6 
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JJi?:  ^I^^tV"  ^{^^-ri  ^  ^  1833.  Note  that  these  itim  m  for  ISS2.  Aii 

n^rw  Include  valuabons  for  food  stamps,  school  lunch,  and  public  Housing.  In  some  Instances  Medicare  and 
Medicaid  l)cnefits  are  also  included  as  a  source  of  Income.  When  these  medidi  benefits  are  IndSed  &  to 
valuation  of  institutKxial  payments. 
« Simple  average  of  increase  In  rates  for  all  valuation  techniques  and  cffn^l  me^re. 


SHARE  OF  THE  POOR 

In  1983,  approximately  35.3  million  people  were  poor.  Among  the 
poor,  50.3  percent  were  between  the  ages  of  18  and  64,  39.2  percent 
were  children  under  18,  and  10.5  percent  were  65  years  or  older 
(Chart  2.8).  While  children  comprised  almost  40  percent  of  the 
poor,  they  represented  less  than  27  percent  of  the  overall  popula- 
tion. Children  are  the  only  age  group  over-represented  in  the  pov- 
erty population  (i.e.,  their  share  of  the  poverty  population  exceeds 
their  share  of  the  total  population). 

Adding  food  stamps,  school  lunch,  and  subsidized  housing  bene- 
fits to  a  family's  cash  income  reduces  children's  share  of  the  1983 
poverty  population  very  slightly,  whatever  the  valuation  method; 
and  addition  of  medicd  benefits  increases  children's  share  of  the 
poor. 
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Ch«rc  2.3 

Tbtal  and  Poor  Population  by  Age  1983 . 
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POVERTY  GAP 

Another  yardstick  used  to  measure  poverty  is  the  income  deficit 
or  poverty  gap.  This  is  the  amount  of  annual  income  required  to 
raise  the  mcome  of  a  poor  family  up  to  its  poverty  threshold.  In  the 
aggregate  this  measure  is  influenced  by  the  number  of  poor  and  by 
the  seventy  of  each  family's  poverty. 

«i?qI^-?v'  *®  agP'egate  mcome  deficit  was  $47.1  billion.  Roughly, 
$15.9  bilhon  or  33  percent  of  this  deficit  represented  the  aggregate 
mcome  deficit  for  children,  who  accounted  for  39  percent  of  the 
poor,  as  seen  above."  The  income  deficit  for  nonaged  adults  was 
?27jO  billion,  and  that  for  aged  adults  was  $4.1  billion. 

These  distinctions  based  solely  on  age  may  be  somewhat  mislead- 
ing, smce  a  number  of  adults  are  m  families  without  children.  The 

«9R?l-?r^*^'*  ^'^^^^  made  up  57.1  percent 

($26.9  billion)  of  the  total  mcome  deficit.  This  is  almost  5.5  times 
the  income  deficit  for  families  without  children." 

Children  aie  likely  to  be  in  families  with  larger  poverty  gaps 
than  those  of  other  age  groups.  Chart  2.4  provides  the  distribution 
of  poor  children  and  adults  by  the  ratio  of  their  family  income  to 
their  poverty  threshold.  The  chart  shows  that  a  larcer  share  of 
poor  children  are  farther  from  the  poverty  threshold  than  adults: 
43.1  percent  of  poor  children  are  in  families  with  incomes  that  are 
less  than  half  of  the  poverty  threshold,  85.6  percent  of  poor  adults 
are  m  similar  families. 


f„m!W^m!JSl2' o*^  ^Jf  "  »         inconi"  deficit  equally  among 

S^HTS^fhi^^f  ^  ^  '"^  of  poverty  would  not^minate  the  income 

deficit  for  tbcso  familio*  Moreover,  as  noted  in  Chapter  V,  if  a  ium  equal  to  their  poverty  jmd 

Z"?.? »  "  ^'^'^i'*'  «nd  the  gap  would  opSn  u?S.^ 

though  it  would  be  very  much  smaller  than  before.  i~    p  "bo^. 

f„„,!i!j'jJui?  '"mind  when  comparing  these  numbers  that  the  number  of  people  in 

"^"'^..T*"  cMdren  outnumber  families  without  chUdren  by  a  large  marein  Sinc«f«millM 
with  children  tend  to  be  larger,  they  necesarily  have  higher  wverS^UireZSi  Md  th!Sfo« 

out  children  Both  of  theee  factors  contribute  to  the  differencee  between  theee  deficit  figmee. 
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Relationship  of  Ronily  Income 
to  Poverty  Threshold  for  Poor  Children  and  Adults-  1983 
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Family  Incomt  to  Povtrly  Thrtihold 

Characteristics  of  Poor  Childern 
demographic  factors  related  to  poverty 

The  incidence  of  poverty  among  children  varies  with  race,  family 
type,  marital  status  of  the  parent,  age  of  the  child  and  parent,  as 
well  as  other  demographic  factors  (detailed  in  Chapters  ffl  and  IV). 
Children  in  male-present  families  have  lower  poverty  rates  than 
children  in  female-headed  families,  and  white  children  have  lower 
poverty  rates  than  black  children  (see  Chart  2.5).  The  poverty  rate 
for  children  in  white,  female-headed  families  is  slightly  higher 
than  the  overall  rate  for  black  children.  Black  children  in  female- 
headed  families,  however,  have  the  highest  poverty  rate  of  all  those 
shown— about  69  percent  in  1983." 


Hispanic  children  in  female-he«ded  famUiw,  not  shown,  have  a  higher  ret«(7a6percentt 
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CHAKT  2.5 


Comparison  of  Poverty  Rates  for  Children 
by  Race  and  Bhmily  Type:  1983 
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RACE  AND  FAMILY  TYPE 

About  22  percent  of  all  children  were  poor  in  1983.  Nearly  one 
out  of  every  two  black  children  (46.7  percent)  was  poor,  and  almost 
two  out  of  every  five  Hispanic  children  (38.2.  percent)  were  poor 
whereas  about  one  in  every  six  white  children  was  poor  (17.3  per- 
f^^'-  loo^^^^  ^J^,^  present,  11.9  percent  of  white  chil- 
dren, 23.8  percent  of  black  children,  and  27.3  percent  of  Hispanic 
children  were  poor.  For  female-headed  families  the  rates  were  sub- 
stantially higher:  47.6  percent  of  white  children  in  these  famUies 
were  poor,  68.5  percent  of  black  children,  and  70.5  percent  of  His- 
panic children. 

The  incidence  of  poverty  among  all  types  of  black  female-headed 
tamUies  was  higher  than  amonj  comparable  white  families,  but  the 
margins  differed  (Chart  2.6).  Black  children  of  never-married  moth- 
ers were  8  percent  more  likely  to  be  poor  than  such  white  children. 
Black  children  of  a  divorced  or  separated  mother,  had  a  41  percent 
lugher  poverty  rate  than  white  chUdren;  in  widowed  families,  black 
children  had  a  118  percent  higher  rate.  Chapter  IV  discusses 
income  sources,  including  earnings  of  these  families  and  of  mar- 
ned-couple  families. 
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CUART  2.6 

Comparison  of  Poverty  Rates  for  all  Caiildren  by 
Marital  Status  of  Parent  and  Race*  1983 

iO-t  


Moriiot  Siotus  of  Portnt 
ALTERNATE  MEASURES  OP  INCX)M£ 

Ck)unting  non-cash  benefits  as  a  source  of  income  generally  re- 
duces poverty  rates  relatively  more  for  black  families  and  female- 
headed  families  than  for  white  families  and  male-present  families 
(Table  2-4).  Calculating  poverty  rates  on  the  basis  of  after-tax  cash 
income,  however,  increases  rates  much  more  sharply  for  male- 
present  families  then  for  mother-child  ones  (Table  2-5). 
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TABLE  2-4  -CHILD  POVERTY  RATE,  1983-USING  ALTERNATIVE  MEASURES  OF  INCOME ' 


,  ,  „.  Fe^l3!^hea<l  Mafefresent 
Type  of  measure*  All  children  


Black       Vrtiite       Black  White 


1.  Official  poverty  rate  (cash 

„  income)                         22.2      68.5      47.6  23.7  11.9 

2.  Cash  income  plus  food  stamps, 
school  lunch,  subsidized 
housing: 

a.  Recipient  value               20.4      61.8      44.0  21  3  11  0 

Percent  decline          (-8.1)  (-9.8)   (-7.6)  (-10.1)  (-16) 

b.  Poverty  budget  share          20.1      59.1      43.3  21  3  11  0 

Percent  decline          (-9.5)  (-13.7)  (-9.0)  (-10.1)  (-76) 

0.  Market  value                 19.9      58.0      42.8  21  1  11  0 

Percent  decline.  (-10.4)  (-15.3)  (-10.1)  (-11.0)  (-16) 

3.  Cash  income  plus  food  stamps, 
school  lunch,  subsidized 
housing,  non-institutional 
payments  for  medical  benefits: 

a.  Recipient  value                19.6      59.1      42.4  20.3  107 

Percent  decline  (-11.7)  (-13.7)  (-10.9)  (-14.3)  {-lo'.l) 

b.  Poverty  budget  share           19.0      54.7      40.7  20.3  106 

Percent  decline  (-14.4)  (-20.1)  (-14.5)  (-14.3)  (-10;9) 

c.  Market  value                 15.9      42.6      32.4  16.8  9.6 

Percent  decline  (-28.4)  (-37.8)  (-31.9)  (-29.1)  (-19.3) 

'Table  entries  in  parentheses  represent  the  percentage  decline  from  the  official  cash  income  measure. 

^  All  aKernative  musures  include  valuations  for  food  stamps,  school  lunch  and  (Mc  housing.  In  some 

instenas  Hedpre  and  mm  benefits  are  alM  included  as  a  source  of  income.  Values  assigned  for  their 
medical  beneffls  exclude  institutional  payments. 

TABLE  2-5  -CHILD  POVERTY  RATE  USING  ALTERNATIVE  MEASURES  OF  INCOME  BEFORE 
AND  AFTER  DEDUCTING  TAXES-1982  ' 


Type  of  measuie^  All  children 


Female-head  Mal^present 


Black       ViTiite       Black  White 


1.  Official  poverty  rate  (cash 

income)   21.9  70.5  47.3  24.1  11.7 

Cash  income  less  taxes   23.7  72.9  48.8  28  0  13  2 

Percent  increase   (+8.2)  (+3.4)  (+3.2)  (+16.2)  (+12:8) 

2.  Cash  income  plus  food  stamps, 
school  lunch,  subsidized 
housing: 

a.  Recipient  value   19.8  63.4  43.5  21.9  105 

Less  taxes   21.4  65.6  44.4  25.0  12.0 

.  B  i'ef'^nt'ncrease   (+8.1)  (+3.5)  (+2.1)  (+14.2)  (+14.3) 

b.  Poverty  budget  share   19.5  61.4  42.6  21  8  104 

Less  taxes   21.0  63.3  43:5  24.8  1L9 

Percent  increase   (+7.7)  (+3.1)  (+2.1)  (+13.8)  (+14.4) 

c.  Market  value   19.2  60.1  41.7  21  4  104 
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TABLt  2-5.-CHILD  POVERTY  RATE  USING  ALTERNATIVE  MEASURES  OF  INCOME  BEFORE 
AND  AFTER  DEDUCTING  TAXES-1982  ^-Continued 


Type  of  measure*  AH  children 


Fcma!e4)ead  Pte)ei)rcsent 


Black       White       Black  White 


Less  taxes   20.8  61.8  42.6  24.8  ^  11.8 

Percent  increase   (+8.3)  (+2.8)  (+2.2)  (+15.9)  (+13.5) 

3.  Cash  income  plus  food  stamps, 

school  lunch,  subsidized 

housing,  non-institutional 

payments  for  medical  benefits:  ^ 

a.  Recipient  value   19.1  60.8  41.9  20.9  0.2 

Less  taxes   20.7  63.5  42.9  23.6  11.7 

Percent  increase   (+8.4)  (+4.4)  (+2.4)  (+12.9)  (+14.7) 

b.  Poverty  budget  share   18.3  56.8  39.6  20.5  10.0 

Le^tax^   19.9  58.9  40.5  23.3  11.5 

Percent  increase   (+8.7)  (+3.7)  (+2.3)  (+13.7)  (+15.0) 

c.  Market  value   15.4  44.4  32.0  17.2  9.1 

Less  taxes   16.9  45.9  32.9  20.3  10.4 

Percent  increase   (+9.7)  (+3.4)  (+2.8)  (+18.0)  (+14.3) 

liable  ertnes  in  parentheses  represent  the  percentage  increase  from  the  pr^tax  pwer^^^fste. 

a  As  of  April  1S85,  tax  information  was  not  availaKe  fw  1983.  Note  these  figures  are  for  1982  AH 
measures  indiKfe  valuations  foi  food  stamps,  school  lunch  and  pulrfic  housing  In  »n>e  ^^^^^^J^^H^.^^ 
Ketfjcajd  dcnefits  are  a!so  jndwted  as  a  source  of  income.  Values  assigned  for  these  medical  benefits  exdwJe 
institutional  payments. 

COMPOSITION  OF  THE  POPULATION  OF  POOR  CHILDREN 

Race 

Poor  white  children  outnumber  poor  blacks  by  2  to  1.  Despite 
this,  black  children  are  over-represented  in  the  poverty  population. 
Black  children  make  up  about  15  percent  of  the  overall  child  popu- 
lation, but  32  percent  of  the  population  of  poor  children.  Tnis  over- 
representation  is  because  their  poverty  rate  is  2.7  times  that  of 
white  children.  .   ^     ^  ,     ,  ,  _  . 

About  50  percent  of  all  black  children  are  m  female-headed  fami- 
lies; only  about  15  percent  of  white  children  are  in  these  families. 
Smce  children  in  female-headed  families -regardless  of  race—have 
a  poverty  rate  that  is  four  times  greater  than  the  rate  for  children 
m  male-present  families,  it  is  not  surprising  that  such  a  large 
number  of  the  poor  are  black  children.  Black  children,  however, 
have  a  higher  poverty  rate  even  after  family  type  is  taken  mto  ac- 
count. Chart  2.7  provides  information  on  the  composition  of  poor 
children  by  race  and  family  types.  The  chart  shows  ^  that  the 
number  of  poor  black  children  and  poor  white  children  in  female- 
headed  families  is  close.  This  is  somewhat  surprising  since  the 
number  of  black  children  in  female-headed  families  is  smaller  than 
the  number  of  white  children  in  these  families.  It  also  shows  that 
poor  white  children  outnumber  poor  black  children  by  a  2  to  1 
margin. 
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autr  2.7 

Composition  of  Child  Poverty  Population 
by  Race  and  Fhmily  Type:  1983 
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In  1983,  22  percent  of  all  cluldren  lived  in  female-headed  fami- 
I^i     ^^^^^  children  lived  m  these  famiUes 

(Chart  2,8)  Children  in  all  mother-child  families  were  over-repre- 
sented  in  the  population  of  poor  chUdren.  The  share  of  poor  chil- 
dren with  divorced  or  separated  mothers  was  226  percent  of  their 
share  of  the  general  child  population;  corresponding  percentages 
for  children  of  never-married  mothers  and  widowed  mothers  were 
316  and  177  respectively. 

The  proportion  of  all  children  living  m  female-headed  families 
vaned  by  race.  More  than  16  percent  of  black  children,  but  1.4  per- 
cent  of  whites,  were  in  families  of  never-married  mothers.  For  di- 
vorced or  separated  mothers,  the  shares  were  26.8  percent  and  10  9 
percent,  respectively;  and  for  widows,  6.5  percent  and  1.9  percent. 

The  proportion  of  poor  children  m  smgle-parent  families  showed 
less  racial  variation.  Thirty  percent  of  all  poor  white  children  were 
m  divorced  or  separated  families,  compared  to  38.4  percent  of  all 
poor  black  children.  Over  3  percent  of  poor  white  children  were  in 
widowed  families,  compared  to  8.5  percent  of  poor  black  children. 
Over  27  percent  of  all  poor  black  children  were  m  families  of 
never-mamed  mothers,  compared  to  5.9  percent  of  all  poor  white 
children. 


ERIC 


86 


CHAM  2.8 

All  Children  and  Poor  Children 
by  Marital  Status  of  Parent:  1983 

Total  W  CHhlrtn  62.1  MUHon. 
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4.  Child  Poverty  Trends:  1959-1983  " 
Children  Versus  Other  Age  Groups 

INCIDENCE  OP  POVERTY 

Since  1974,  related  children  have  had  a  higher  incidence  of  pov- 
erty than  either  aged  or  nonaged  adults.  While  the  poverty  rate  for 
the  aged  was  lowered  by  over.55  percent  between  1959  and  1983, 
^°,no„P°^®'^y  nonaged  adults  declined  29.3  percent, 

the  1983  poverty  rate  for  chUdren  was  only  18  percent  below  their 
poverty  rate  in  1959.  It  should  be  noted,  however,  that  the  poverty 
rate  for  children  declined  by  48.7  percent  between  1959  and  1969 
Since  reaching  its  low  point  in  1969,  it  has  increased  substantially.' 
Almost  all  of  this  increase  has  occurred  in  the  last  5  years. 

The  trend  in  the  incidence  of  poverty  is  typically  divided  into 
three  historic  periods  over  the  past  25  years  (Chart  2.9).  First,  he- 
r!!  A^^^^  and  1969,  the  overall  poverty  rate  saw  a  sharp  decline 
of  46.0  percent.  The  next  decade,  from  1969  to  1978,  was  a  period  of 
oscillation  m  the  rate,  but  the  overall  rate  reached  an  all  time  low 

°^  "--^  JK?^^°*  ^^^^^  period'  from  1978  to  1983,  has 

seen  a  33.3  percent  rise  in  the  overall  rate.  In  1983,  35.3  miUion 
mdmduals  had  incomes  below  the  poverty  threshold— the  largest 
number  since  1964. 

o^»®  the  trend  in  the  incidence  of  poverty  for  children  (Chart 
^.9)  follows  the  same  general  pattern  as  the.  overall  rate,  its  rate  of 
change  over  each  of  the  three  periods  is  somewhat  different. 
During  the  first  period,  between  1959  and  1969,  the  poverty  rate  for 
related  children  declined  by  48.7  ifercent,  5.9  percent  more  than 
the  overall  rate.  The  1969  rate  ori3.8  percent  was  the  lowest  inci- 
dence of  poverty  for  related  children  over  the  entire  quarter  centu- 
ry. Between  1969  and  1979  the  child  rate  oscillated  but  had  a  gen- 
eral upward  trend.  A  comparison  between  the  1969  and  1979  shows 
a  21  0  percent  increase  in  the  poverty  rate  for  children.  Finally,  in 
the  most  recent  5  years,  the  poverty  rate  increased  by  38  percent, 
the  bulk  of  this  mcrease  occurring  between  1979  and  1982. 
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CHArr  2.<> 


Comparison  of  Overall  Poverty  Rate  and 
Poverty  Rate  for  Related  Children:  1959  -  1983 
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SHARE  OP  THE  POOR 

As  a  result  of  their  high  incidence  of  poverty,  cWldren  have 
made  up  a  larger  share  of  the  poor  than  their  share  of  the  oyeraU 
population  throughout  the  25-year  period  of  available  statistics, 
1959-1983.  In  1959,  children  made  up  about  44  percent  of  the  pov- 
erty population.  As  the  number  of  poor  declmed  between  1959  mid 
1969,  so  did  the  number  of  poor  children,  but  not  at  a  substantiaUy 
faster  rate  than  the  overall  poor  population.  When  the  number  ot 
po  r  nildren  reached  an  all  time  low  of  9.5  million  m  1973,  chil- 
drei.  -ill  represented  over  41  percent  of  the  poor. 

Characteristics  of  Poor  Children 

DEMOGRAPHIC  FACTORS  RELATING  TO  POVERTY 

Nonwhite  children,  and  children  in  female-headed  famili^  con- 
sistently had  higher  poverty  rates  ,  than  white  children  and  chil- 
dren in  married-couple  families  durmg  the  quarter  century.  On  the 
other  hand,  the  largest  swings  in  poverty  rates  were  found  m  male- 
present  families.  This  can  be  best  seen  in  the  most  recent  penod, 
1978-1983.  The  poverty  rate  for  related  children  m  male-pr^nt 
families  rose  from  7.9  percent  to  13.4  percent,  a  69.6  percent  m- 
crease;  the  poverty  rate  for  ralated  children  m  female-headed  fami- 
Ues  rose  from  50.6  percent  to  55.4  percent,  a  9.5  percent  mcrease. 
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FAMILY  TYPE 

Since  1959,  the  share  of  families  with  children  who  are  headed 
by  women  more  than  doubled.  This  has  been  an  important  factor 
in  the  mcidence  of  poverty  among  children. Recently,  this 
groups  share  of  poor  children  has  declmed.  In  1983  children  in 
female-headed  families  made  up  about  50  percent  of  the  poverty 
population— 14  percent  lower  than  theh-  peak  share  in  1978.  The 
cause  for  this  declme  was  not  that  the  number  of  poor  children  m 
female-headed  families  decreased;  rather  the  number  of  poor  chil- 
dren in  the  larger  group  of  male-present  families  mcreased  at  a 
faster  rate. 

RACE 

Black  children  always  have  been  over-represented  m  the  poverty 
population.  In  1959,  black  children  made  up  29.2  percent  of  the 
poor  and  12.0  percent  of  the  overall  population.  Since  1968  the 
number  of  all  children  decreased,  but  the, declme  was  smaller 
among  black  children.^anges  m  black  children's  share  of  the  pov% 
erty  population  have  corresponded  with  cyclical  economic  change. 
Recessions  tend  to  increase  poverty  among  those  with  higher  at- 
tachment to  the  labor  market— white,  male-headed  families.  The 
increase  in  poor,  white,  male-headed  families  tends  to  decrease  the 
share  of  poor  children  who  are  black,  without  improving  the  eco- 
nomic well-bemg  of  black  children.  For  example,  during  the  reces- 
sion of  1980-1982  the  proportion  of  poor  children  who  were  black 
declined  from  35.1  percent  to  32  percent,  yet  the  number  of  poor 
black  children  rose  by  482,000. 

POVERTY  TRENDS  USING  ALTERNATIVE  INCOME  MEASURES 

Non-cash  benefits 

Information  on  the  value  of  non-cash  benefits  is  available  only 
for  1979  to  1983.  Over  this  time  period  the  difference  has  dimm- 
ished  between  the  cash  income  poverty  rates  and  the  alternative 
rates  for  children,  however,  the  non-cash  benefits  are  valued. 
T'able  2-6).  This  is  because  the  alternative  rates  have  mcreased  at 
a  faster  pace  then  the  cash  income  rates.  There  appear  to  be  two 
reasons  for  this.  First,  over  this  period  the  share  of  the  poor  chil- 
dren who  are  m  male-present  families  grew.  These  families  are  less 
likely  to  receive  noncash  benefits,  show  a  lower  reduction  between 
the  cash  income  poverty  rate  and  the  alternative  measures,  and 
with  their  growing  numbers  appear  to  be  pushmg  the  overall  rates 
upward.  Second,  there  appears  to  be  a  reduction  in  the  real  value 
of  these  noncash  benefits.  That  is,  the  value  of  these  benefits  has 
not  kept  pace  with  inflation,  but  the  poverty  threshold  has  in- 
creased step  by  step  with  the  mflation  rate. 

As  can  be  seen  in  Table  2-6,  the  incidence  of  poverty,  after 
taking  into  account  non-cash  benefits,  has  grown  at  a  quicker  pace 
for  children  in  male-present  families  than  for  those  m  female- 


A  detailed  analysis  of  the  impact  of  the  growth  in  female  headed  families  la  provided  in 
Chapter  III  Estimatea  of  the  overall  child  povertv  rate  afleuming  no  growth  in  the  proportion  of 
children  m  female^headed  families  are  also  provided. 
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headed  families.  Between  1979  and  1983,  on  average  the  male- 
present  rates  increased  by  71.8  percent,  while  the  female-headed 
family  rates  increased  33.3  percent.  This  trend  holds  after  control- 
ling for  the  race  of  the  family. 

Taxes 

Taxes  affect  the  incidence  of  poverty  among  male-present  fami- 
lies more  than  female-headed  families.  This  is  reflected  in  the 
trend  in  the  overdl  after-tax  poverty  rate  for  children.  Trend  data 
for  1979-1982  show  that  taxes  are  having  a  bigger  effect  upon  the 
incidence  of  poverty  among  children  in  1082  than  in  1979  (Table  2- 
7).  The  1982  poverty  rate  based  on  after-tax  cash  income  for  chil- 
dren in  male- present  families  was  57  percent  greater  than  the  1979 
rate,  while  for  female-headed  families  the  after-tax  rate  was  18  per- 
cent greater  than  was  the  1979  rate. 

TABLE  2-6.~A  COMPARISON  OF  CHILD  POVERTY  RATES  COUNTING  DIFFERENT  SOURCES 

OF  INCOME,!  1979-83 

; ,      Cash  income  +  food  housing     Cash  Inconw  +  f ood  +  housing 
Q^'^yj    +  medical  payments 

a  «X'  a  tt'  Redpient  ^  Market 
income      ^^'"^      share      ^^'"^      value      ^^^^  value 


All  children: 

1979  

16.4 

13.6 

13.5 

12.9 

12.8 

12.4 

9.7 

1980  

18.4 

15.8 

15.6 

15.2 

15.1 

14.5 

11.4 

1981  

20.0 

17.7 

17.4 

17.1 

17.1 

16.5 

13.6 

1982  

21.9 

19.8 

19.5 

19.2 

19.1 

18.3 

15.4 

1983  

22.2 

20.4 

20.1 

19.9 

19.6 

19.0 

15.9 

Percentage  increase, 

53.2 

63.9 

1979-83 

35.4 

50.0 

48.9 

54.3 

53.1 

Children  in  families 

with  a  male 

present: 

1979  

8.6 

7.3 

7.3 

7.2 

7.0 

7.0 

6.0 

1980  

10.4 

8.9 

8.9 

8.7 

8.6 

8.5 

7.2 

1981  

11.6 

10.2 

10.2 

10.2 

10.0 

9.8 

8.6 

1982  

13.1 

11.8 

11.7 

11.6 

11.3 

11.1 

9.9 

1983  

13.5 

12.5 

12.5 

12.4 

12.0 

11.9 

10.5 

Percentage  increase, 

75.0 

1979-83 

57.0 

71.2 

71.2 

72.2 

71.4 

70.0 

Children  in  female- 

headed  families: 

1979  

48.6 

39.3 

38.8 

36.2 

36.5 

36.4 

24.7 

1980  

51.1 

44.0 

43.0 

41.5 

41.6 

39.0 

28.3 

1981  

52.6 

46.7 

45.0 

44.0 

44.5 

42.1 

32.6 

1982  

5i;.'1 

51.2 

50.0 

48.9 

49.2 

46.3 

36.7 

1983  

53.8 

51.0 

49.4 

48.7 

48.9 

46.2 

36.4 

Percentage  Increase, 

47.4 

1979-83  

14.8 

29.8 

27.3 

34.5 

34.0 

26.9 

'  All  alternative  ..iLa:>ures  include  valuations  foi  food  stamps,  school  lunch,  and  public  housing.  In  columns  5 
to  i\  K!edicare  and  Medicaid  benefits  also  are  included  a:>  a  M)uice  of  income.  When  these  medical  benefits  are 
included,  there  is  no  valuation  of  institutional  payments. 
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TABLE  2-7. -A  COMPARISON  OF  CHILD  POVERTY  RATES  COUNTING  DIFFERENT  SOURCES 
OF  INCOME  >  AND  DEDUCTING  TAXES,  1979-82  ^ 


Cash  income  plus  food  plus         Cash  income  plus  food  plus 
housins  housing  plus  medical  payments 


Year 

B  1^1) 
all  cash 
income 

Recipient 
value 

Poverty 
share 

Market 
value 

Recipient 
value 

Poverty 

tAiUgCl 

share 

Market 
value 

All  children* 

fill  VIIIIVliVII» 

1979 

17  2 

14.1 

14  0 

1^  4 

114 

129 

in  9 

1980 

19  5 

16  6 

Ifi  5 

Ifi  1 

1SQ 

1*1 1 

11  9 

1981 

21  7 

19^ 

18  Q 

18  7 

10, f 

18  fi 

iO.Q 

18  n 

lO.U 

1Q8? 

2?  7 

CO  J 

21  0 

cU.O 

19.9 

1A  Q 
10. J 

rclucllldKc  IllUcddc, 

1Q7Q--8? 

jU.U 

^A  Q 
04.0 

OD./ 

Childrpn  in  families 

VllilUI  vll  ill  luflllllvw 

with  a  male 

present: 

1979 

95 

7  9 

7Q 

78 

1  fi 
/  .0 

7  fi 
/  .0 

6.5 

1980 

11  7 

99 

99 

97 

Qfi 

8  9 

1981  

13.4 

11.9 

11.9 

11.8 

11.7 

11.5 

10.2 

1 QDO 

14.9 

13.3 

13.3 

13.2 

12.9 

12.7 

11.4 

Percentage  increase, 

1979-82  ...„  ;. 

56.8 

68.4 

68.4 

69.2 

69.7 

67.1 

75.4 

Children  in  female- 

headed  families: 

1979  

49.2 

39.4 

38.9 

36.3 

36.7 

34.5 

24.8 

1980  

51.6 

44.3 

43.3 

41.4 

41.7 

39.2 

28.4 

1981  

53.8 

47.8 

46.1 

45.2 

45.5 

42.8 

33.5 

1982  

58.2 

52.7 

51.3 

50.1 

50.8 

47.7 

37.8 

Percentage  increase, 

1979-82 

18.3 

33.8 

31.9 

38.0 

38.4 

38.3 

52.4 

'  All  alternative  measures  include  valuations  for  food  stamps,  school  lunch,  and  puWic  housing.  In  columns  5 
to  1,  Medicare  and  Medicaid  t)enefits  also  are  included  as  a  source  of  mme.  When  these  medical  benefits  are 
included,  there  is  no  valuation  of  institutional  payments. 

2  Tax  information  for  1983  was  iot  available  as  of  April  1985. 


5.  The  Dynamics  of  Childhood  Poverty 
Introduction 

This  section  examines  childhood  poverty  by  tracking  children 
and  their  families  through  time.^^  Previous  sections  used  informa- 
tion from  surveys  taken  at  a  point  in  time. 


Research  reported  here  was  based  on  the  Panel  Study  of  Income  Dynamica  (PSID;,  a  survey 
of  1^,000  American  families  conducted  dnftuall>  dince  l96o  b>  thts  Survey  Research  Center  of  the 
University  of  Michigan. 
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Why  is  the  dynamic  perspective  important?  Imagine  two  surveys 
of  the  population  taken  5  years  apart.  The  observed  incidences  of 
poverty  might  be  the  same  (as  they  were,  approxunately,  in  1970 
and  197©  at  about  12  percent  of  the  population.  The  static  compar- 
ison would  suggest  that  not  much  has  changed.  This  may  or  may 
not  be  the  case.  The  12  percent  of  the  population  that  was  poor  in 
1975  could  be  exactly  the  same  individuals  who  were  poor  in  1970 
or  they  could  be  an  entirely  new  group.  The  implications  are  im- 
portant. The  former  case  evidences  the  existence  of  a  group  of  long- 
term  poor,  or  underclass.  The  latter  presents  a  picture  of  transitory 
poverty,  probably  associated  with  individual  life  cycle  changes  or 
cyclical  economic  change.  Only  through  following  a  representative 
group  of  individuds  through  time  can  one  distinguish  among  the 
different  processes  underlying  the  static  picture  of  poverty. 

Another  example  illustrates  the  usefulness  of  dynami#  analysis. 
In  1978,  59  percent  of  all  poor  persons  lived  in  female-headed 
households.*®  This  statistic  implies  that  the  Government,  for  exam- 
ple, could  help  a  m^'ority  of  the  poor  by  focusing  exclusively  on 
female-headed  households.  Paradoxically,  this  would  not  be  true. 
Individuals  in  female-headed  households  make  up  a  much  higher 
proportion  of  the  poor  at  a  particular  point  in  time  (e.g.,  1978)  than 
they  do  of  individuals  who  are  poor  at  some  point  over  a  period  of 
time  (e.g.,  1969-1978).  In  this  example,  individuals  in  female-headed 
families  made  up  59  percent  of  the  poor  m  1978,  but  only  33  per- 
cent of  those  poor  at  some  point  between  1969  and  1978.  The  para- 
dox is  explained  because  female-headed  households  tend  to  be  poor 
for  a  longer  period  of  time  than  others.  The  longer  duration  in- 
creases their  probability  of  being  found  poor  in  any  given  year.  In 
our  example,  if  the  Government  assisted  only  female-headed  house- 
holds, two-thirds  of  those  poor  between  1969  and  1978  vvould  not 
have  been  helped.  Only  dynamic  analysis  can  uncover  this  type  of 
information.  .  . 

Collecting  information  on  individuals  over  a  long  time  period  is, 
however,  difficult  and  expensive.  The  Survey  Research  Center  of 
the  University  of  Michigan  has  collected  such  information  on  5,000 
American  families  since  1968.  This  survey,  the  Panel  Study  of 
Income  Dynamics  (PSID),  is  the  only  reliable  source  of  income  and 
demographic  information  for  a  representative  sample  of  American 
families  over  a  significant  number  of  years.  During  the  last  few 
years,  data  have  become  available  for  a  sufficient  number  of  years 
to  permit  statistical  inferences  about  the  dynamics  of  poverty.*^ 

Source.  Panel  Ourvey  of  Income  Oynamica.  Note  that  this  rate  diffen  from  the  ofTicial 
Census  Bureau  estimav^.  ...       .     ^  »_  rm.  . 

*•  The  mformauon  presented  below  draws  heavilv  on  the  PSID  research  The  primary  sourgg 
of  information  for  this  section  were.  Bane»  Marv  Jo.  Houtwhold  CompoeiUon  and  Poverty  IRP 
Conference  Paper  presented  m  Wilhamibuna,  VA.  December  6-8, 1984  Unryersit^r  of  Wisconsin 
Madison.  Duncan.  Greg  J.,  et  al.  Years  of  Poverty.  Years  of  Plenty  The  Changing  Fortunes^^^ 
American  Workere  and  Families.  Ann  Arbor.  Institute  for  Social  Research,  University  of  Michi 
can.  1984.  Duncan.  Greg  J.  and  Rogers,  WiUaiti.  A  Demographic  Analysis  of  Ouldhood  Poverty 
unpublished  paper.  Ann  Arbor,  MI.  Survey  Research  Center,  University  of  Michigan  1984 
Elwood,  David  T.  and  Bane.  Mary  Jo  Shoping  Into  and  Out  of  Poverty^The  DvnamiM  ofSpelU 
NBER  Working  Paper  #1199.  Harvard  University  1983.  Hill,  Martlm  S.  and  Ponza.  M  Poverty 
and  Welfare  Dependence  Across  Generations.  Economic  ^HM^H.^^^  ^H??,?^',^?^* 
no.  3.  Lilha.  Mark.  Why  the  "Income  Distribution  is  so  Misleading.  The  Public  Interest,  #73 
National  Affairs  Inc.  New  York,  N.Y.  Fall  1984. 
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Several  caveats  are  in  order  It  is  risky  to  draw  definitive  conclu- 
sions from  only  one  data  source.  Potential  problems  of  sample  bias 
or  error  are  difficult  to  evaluate  without  independent  replication  of 
results  from  other  samples.  Unfortunately,  other  comparable 
sources  of  data  do  not  exist.  The  PSID  has  been  subjected  to  close 
scrutiny  and  retains  its  credibility.  Nevertheless,  the  reader  should 
consider  the  findings  to  be  tentative. 

Because  of  the  relatively  small  sample  (originally  5,000  families 
compared  to  about  60,000  households  in  the  annual  Current  Popu- 
lation Survey)  extensive  analysis  on  population  ,groups  that  make 
up  a  relatively  small  proportion  of  the  population,  such  as  Hispan- 
ics  or  other  non-black  minorities  is  not  possible. 

Some  of  the  findings  presented  here  are  based  on  new,  as  yet  un- 
published, research.  This  work  is  used  by  permission,  of  the  au- 
thors, but  may  be  subject  to  some  revision. 

Finally,  while  research  establishes  statistical  associations  be- 
tween some  types  of  events,  or  demographic  conditions  with  pover- 
ty among  children,  it  does  not  establish  direct  cause  and  effect  be- 
tween them.  Also,  in  the  case  of  events  such  as  divorce,  remar- 
riage, or  unemployment,  the  research  does  not  investigate  the 
causes  of  the  events.  Thus,  for  example,  the  extent  to  which  gov- 
ernment transfers  affect  hours  worked  is  not  addressed  below. 

Dynamic  Patterns  op  Childhood  Poverty 

duration  of  poverty 

In  the  aggregate,  the  pattern  of  childhood  poverty  is  similar  to 
the  pattern  of  poverty  in  the  general  population.  Table  2-8  pre- 
sents information  on  the  incidence  of  short-term  and  persistent 
poverty  for  the  total  population  and  for  children.  21  The  data  for 
children  and  the  total  population  are  not  directly  comparable  be- 
cause the  time  period  for  all  persons  is  the  10-year  period  1969- 
1978,  while  for  children  it  is  the  15-year  period  of  "childhood"  for 
children  who  were  between  the  ages  of  1  and  3  in  1968. 

TABlE  2-8.-INCIDENCE  OF  SHORT-TERM  AND  PERSISTENT  POVERTY 


Poor  from  1  to  10  years  

Short  term  (from  1  to  4  years). 


Percpnl  of  all  Percent  of 
persons  in  children  in 
category  (10-  category  (15- 
year  period)  year  period) 


24,4 
19.0 


29.1 
22,1 


"  Estimates  of  poverty  raits  from  the  PSID  consistently  are  lower  than  ofilcial  Census 
Bureau  estimates  Those  responsible  for  the  PSID  at  the  Survev  Research  Center  of  the  Univer- 
Bity  of  Michigan  believe  the  difference  result*  from  more  cumplete  accountmg  for  income  on  the 
PbID  than  the  Current  Population  Survey.  The  Census  Bureau  acknowledges  that  the  CPS  does 
under -estimate  income  It  is  not  known  exactly  how  much  more  accurate  PSID  income  informa- 
tion is  For  the  types  of  analysis  presented  here,  it  is  more  important  that  the  data  collection  bo 
consistent  over  time»  than  accurate  at  a  point-in-time. 

The  number  of  years  used  to  classify  an  individual  as  experiencing  ghort  term  vs.  persistent 
poverty  is  somewhat  arbitrary  One  could  certainly  argue  that  someone  poor  for  6  out  of  10 
years  is  persistently  poor  However*  even  if  persistent  poverty  wore  defined  as  5  or  more  yeare 
out  of  10,  It  would  not  change  the  finding  that  most  people  who  experience  poverty  do  so  for  a 
short  time. 
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TABLE  2-8.-INCIDENCE  OF  SHORT-TERM  AND  PERSISTENT  POVERTY-Continued 


Percent  of  ail 
persons  in 
categojy  (10- 
year  period) 

Percent  of 
children  in 
categoiy  (15- 
year  period) 

Poor  from  5  to  10  years)  

Persistently  poor  (from  8  to^  10  years  for  total  population, 

5.4 
2.6 

7.0 
4.8 

Source.  Duncan  et  al.  Years  of  Poverty  Years  of  Plenty.  Duncan  and  Rogers.  Demographic  Analysis  of 
Childhood  Poverty. 


Although  the*icidence  of  poverty  for  children  cannot  be  directly 
compared  to  that  of  the  total  population  because  of  differences  in 
the  measurement  period,  the  patterns  for  children  and  the  overall 
population  are  similar.  One  quarter  of  all  persons  and  33.9  percent 
of  all  children  ^ere  poor  at  some  time.  This  proportion  is  particu- 
larly interesting  since  the  PSID  poverty  rate  for  1975  was  only  8.9 
percent  compared  to  the  official  estimate  of  12.3  percent.  The  offi- 
cial proportion  of  the  population  that  would  have  been  poor  at 
some  point  during  this  time  period  as  measured  by  the  CPS  is  not 
known. 

The  table  also  shows  that  a  much  smaller  proportion  of  the  popu- 
lation experiences  mid-to  long-run  (persistent)  poverty.  As  classified 
by  the  researchers,  2.6  percent  of  all  individuals  and  4.8  percent  of 
all  children  lived  in  persistently  poor  families. 

DURATION,  RACE  AND  REGION 

The  relatively  small  proportion  of  persistently  poor  children 
masks  the  fact  that  almost  30  percent  of  all  black  children  were 
persistently  poor  (see  Table  2-9).  In  the  PSID  sample,  almost  90 
percent  of  the  children  who  were  poor  for  10  or  more  years  of  their 
childhood  were  black.  Conversely,  white  children  make  up  about 
three  quarters  of  the  short-term  (1  to  4  years)  poor  children,  (Even 
though  the  rate  for  white  short-term  poverty  is  lower  than  that  for 
black  children— 19.8  vs.  32.3,  that  rate  is  applied  to  a  much  higher 
base— over  86  percent  of  all  children  were  white).  Nevertheless,  the 
probability  of  poverty  of  any  duration  is  much  higher  for  blacks 
than  whites. 


TABLE  2-9.-1NC1DENCE  OF  SHORT  JERM  AND  PERSISTENT  POVERTY  OF  CHILDREN  BY 

RACE 


White 

Black 

Poor  from  1  to  4  years  out  of  15  years  

19.8 
4.6 
0.6 
0.0 

32.3 
17.7 
24.0 
4.9 

Source:  Duncan  and  Rogers.  Denwgraphic  Analysis  of  Childhood  Poverty. 


45 

A  child's  likelihood  of  facing  long-term  poverty  increased  if  the 
child  was  from  the  South,  a  one-parent  family,  or  a  rural  area.  Ac- 
cording to  Duncan  and  Rogers  (1984),  "the  geographic  distribution 
of  persistent  poverty  becomes  somewhat  more  balanced  when  cash 
welfare  payments  are  subtracted  from  total  family  incomes,  owing 
to  the  fact  that  welfare  payments  tend  to  be  more  generous  in 
large  cities  and  northern  areas." 

DURATION  AND  SELECTED  DEMOGRAPHIC  CHARACTERISTICS 

Families  that  experience  short-term  poverty  are  more  demo- 
graphically  similar  to  the  population  as  a  whole  than* those  who  ex- 
perience long-term  poverty.  Table  2-10  illustrates  this  point.  (The 
table  is  for  all  persons,  not  just  children.) 

TABLE  2-10.-DEMOGRAPHIC  CHARACTERISTICS  OF  THE  TOTAL  AND  POOR  POPULATION  ^ 

[In  percent]  ^ 

Short-term  Persistently 

Charactefistlcs  of  household  head  in  1978                  P-  POor  (8  of 

population      years,  more  years, 
 -     1969-78)  1969-78) 

All  Females   19  28  61 

White  (non  elderly  only)   lO  16  13 

Black  (non  elderly  only)   4  6  31 

All  Males   80  73  39 

White  (non  elderly  only)   65  54  4 

Black  (non  elderly  only)   6  11  20 

Rural  (Town  of  10,000  or  less)   15  19  33 

Urban  (City  of  500,000  or  more)   33  33  21 

Southern  U.S   30  30  68 

Source:  Duncan,  et  al.  Years  of  Poverty,  Years  of  Plenty. 

To  illustrate  the  analysis  that  can  be  made  from  Table  2-10, 
compare  the  first  and  last  columns  of  the  first  row  of  the  table 
They  show  that  while  19  percent  of  the  people  in  the  United  States 
lived  in  female-headed  households  in  1978,  61  percent  of  the  per- 
sistently poor  lived  in  such  households.  Obviously  the  persistently 
poor  are  disproportionately  in  female-headed  households. 

Comparing  columns  1  and  2  of  Table  2-10  shows  that,  in  general, 
those  experiencing  short-term  poverty  between  1969  and  1978  were 
similar  in  demographic  characteristics  to  the  population  as  a 
whole.  This  is  especially  true  of  geographic  characteristics.  The 
short  term  poor  are  geographically  indistinguishable  from  the  U.S. 
population  as  a  whole.  Race  and  sex  characteristics  show  a  some- 
what more  complex  pattern.  The  race  and  sex  characteristics  of  the 
short-term  poor  are  much  closer  to  those  of  the  general  population 
than  are  the  characteristics  of  the  persistently  poor.  Still,  female- 
headed  and  black  households  are  overrepresented  among  the  short- 
term  poor. 
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COMPLETE  SPELLS  OF  POVERTY 


While  the  precedmg  gives  a  defensible  picture  of  the  dynamics  of 
poverty,  it  is  not  without  flaws.  One  problem  occurs  because  the  re- 
search observes  poverty  over  the  time  period  1969-1978.  If  two  fam- 
ilies in  the  PSID  survey  each  had  a  10-consecutive^ear  span  of 
poverty,  but  one  began  m  1960  and  the  other  in  1978,  both  would 
show  up  in  the  analysis  as  experiencing  short-term  (1  year)  poverty 
(1969  for  the  first  family,  1972  for  the  other).  The  following  discus- 
sion presents  two  alternate  ways  of  answering  the  same  basic  ques- 
tion as  addressed  above:  What  are  the  patterns  of  poverty  over 
time? 

Bane  and  Ellwood  (1983)  concentrate  on  complete  spells  of  pover- 
ty. Table  2-11  estimates  the  percent  of  all  poverty  spells  beginning 
between  1969  and  1978  that  lasted  a  given  number  of  years.  The 
results  are  generally  consistent  with  other  PSED  research.  Most 
spells  of  poverty  last  a  relatively  short  time.  Almost  70  percent  of 
all  spells  of  poverty  lasted  3  years  or  less,  with  over  40  percent  last- 
ing only  1  year.  Table  2-11  shows  persistent  (8  or  more  years)  pov- 
erty to  be  more  prevalent  than  that  shown  in  Table  2-8.  This  is 
probably  because  the  "spells"  approach  estimate  the  duration  of 

e)verty  spells  that  last  past  the  end  of  the  available  sun;ey  data, 
sing  this  methodology,  18  percent  of  the  spells  of  poverty  were 
long-run.  It  should  be  noted  that  Table  2-11  is  for  all  non-elderlv 
persons.  Bane  and  Ellwood  do  not  present  this  information  for  chil- 
dren alone.  Given  other  evidence,  the  basic  patterns  probably  hold 
for  children  as  well,  but  this  is  not  known  for  sure 

TABLE  2-lL-SPELLS  OF  POVERTY  FOR  NON-ELDERLY  PERSONS 

[In  percent] 

Persons 

Spell  length  .ni-ears  J^ng 
 ^"-^^  (aS) 

1    41.1  3.7 

7Z   27.7  15.5 

4.7"   ■    13.2  m 

uZIIli—   18.0  59.1 

Total   100.0  100.0 

Average  (years)   4.2  11.0 

Source.  Ellwood  and  Ban*.  Slipping  Into  and  Out  of  Poverty:  Tlie  Dynamics  of  Spells. 

A  second  interesting  result  is  observed  by  comparing  the  first 
and  second  columns  of  Table  2  -11.  When  a  spell  of  poverty  begins, 
it  is  likely  to  be  short  (column  1),  but  persons  observed  poor  at  a 
point  in  time  are  likely  to  be  experiencing  a  long  spell  of  poverty 
(column  2).  Bans  and  EUwrood  offer  the  foUowrmg  explanation: 
Consider  the  situation  in  a  typical  hospital.  Most  of  the 
persons  admitted  in  any  year  will  require  only  a  very 
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short  spell  of  hospitalization.  But  a  few  of  the  newly  ad- 
mitted patients  are  chronically  ill  and  will  have  extended 
stays  in  the  hospital.  If  we  ask  what  proportion  of  ail  ad- 
missions are  people  who  are  chronically  ill,  the  answer  is 
relatively  few.  On  the  other  hand,  if  we  ask  what  fraction 
of  the  hospital's  beds  at  any  one  time  are  occupied  by  the 
chronically  ill,  the  answer  is  much  larger.  The  reason  is 
simple.  Although  the  chronically  ill  account  for  only  a 
smedl  fraction  of  all  admissions,  because  they  stay  so  long 
they  end  up  being  a  sizable  part  of  the  population  in  the 
hospital  and  they  consume  a  sizable  chunk  of  the  hospi- 
tal's beds  and  other  resources. 

The  same  basic  lesson  applies  to  poverty.  Only  a  small 
fraction  of  those  who  enter  poverty  in  any  given  year  will 
be  chronically  poor.  But  people  who  will  have  long  spells 
of  poverty  represent  a  sizable  portion  of  the  group  we  label 
"the  poor"  at  any  one  point  in  time. 

The  importance  of  their  findings  is  twofold.  Although  the  persist- 
ently poor  are  a  relatively  small  proportion  of  those  who  ever 
become  poor,  they  make  up  a  majority  of  the  total  "years  in  pover- 
ty** experienced  by  the  population.  Second,  if  Government's  efforts 
are  too  narrowly  focused  on  persons  experiencing  long  term  pover- 
ty, the  majority  of  those  in  temporary  need  may  not  be  served. 

POVERTY  THROUGHOUT  CHILDHOOD 

Duncan  and  Rogers  (1984)  provide  ^  final  way  of  looking  at  dy- 
namics of  childhood  poverty.  They  calculate  the  expected  number 
of  years  that  children  with  different  demographic  characteristics 
can  expect  to  spend  in  poverty  during  their  first  15  years.  Table  2- 
12  summarizes  their  estimates. 


TABLE  2-12.-EXPECTED  YEARS  OF  CHILDHOOD  POVERTY  OUT  OF  FIRST  15  YEARS  OF  LIFE 


Nonblack 

Black 

0.8 

5.4 

Characteristics  of  Houseliold  at  Birtli  of  Ciiild: 

Never  Married  Motlier  

6.2 

6.0 

Teenage  Motlier  

1.2 

5.4 

Education  of  Head: 

8  years  

1.2 

5.6 

12  years  

0.7 

5.3 

Cliaracteristics  of  Houseliold  Throughout  Childhood  (15 

years): 

Head  Disabled  

3.3 

10.9 

Lived  in  South  

0.8 

6.4 

Lived  Out  of  South  

0.7 

4.3 

Large  City  

0.7 

3.9 

1.1 

8.1 

1  Parent  

3.2 

7.3 

2  Parent  

.5 

3.0 

Source:  DuiKan  and  Rogers.  Demogrsphic  Analysis  of  Childhood  Pmsrty. 
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Black  dominance  of  long*run  poverty  is  reinforced  in  Table  2-12'. 
On  average,  black  children  spent  over  one-third  (5.4  years)  of  their 
childhood  (first  15  years)  poor.  White  children  spent  only  5  percent 
(0.8  years)  of  their  childhood  poor. 

How  do  household  characteristics  affect  the  expected  number  of 
years  in  poverty?  Using  Table  2-12,  compare  the  expected  years  in 
poverty  for  all*  non-black  and  black  households  to  those  of  house- 
holds with  various  characteristics.  The  greater  the  difference  be- 
tween the  expected  years  for  a  particular  characteristic  and  the 
overall  rate,  the  stronger  seems  the  association  between  the  char- 
acteristic and  poverty.  In  general,  family  characteristics  have  a 
greater  influence  on  the  poverty  of  white  children  than  black  chil- 
dren. For  example,  being  bom  to  a  v/hite,  never-married  female  in- 
creases the  expected  number  of  years  of  child  poverty  by  almost 
700  percent  (from  0.8  vears  to  6.2  years),  while  the  corresponding 
increase  for  black  children  is  just  over  10  percent  (from  5.4  years  to 
CO  years).  The  only  family  characteristics  that  have  a  similar 
impact  on  black  and  non-black  children  are  disability  of  the  house- 
hold head  and  living  in  a  one-parent  family  (both  for  the  full  15 
years  of  childhood). 

It  is  interesting  that  geographic  location  has  a  significant  influ- 
ence for  blacks  but  not  for  non-blacks.  For  non-black  children, 
living  in  the  South  or  non-South  or  in  a  large  city  or  rural  area  has 
little  impact  on  the  expected  years  of  poverty.  Black  children  resid- 
ing in  rural  areas  and/or  in  the  South  can  expect  more  years  in 
poverty  than  their  counterparts  in  large  cities  and/or  in  non-South. 

DO  POOR  CHILDREN  BECOME  POOR  ADULTS? 

Does  long-term  dependence  on  welfare  as  a  child  increase 
chances  that  a  young  adult  also  will  depend  on  public  aid?  Defining 
"welfare  dependence"  as  receiving  more  than  half  of  total  income 
from  welfare.  Hill  and  Ponza  used  PSID  data  to  explore  this  issue. 
In  their  sample  of  577  young  adults,  16  percent  of  blacks,  but  only 
2  percent  of  whites,  were  raised  in  families  that  received  more 
than  half  their  income  from  welfare  during  the  years  that  the  child 
lived  at  home. 

After  relating  a  measure  of  the  young  adult's  welfare  dependen- 
cy to  that  of  his  parent,  they  concluded  that  blacks  from  welfare- 
dependent  families  were  no  more  likely  to  become  welfare-depend^ 
ent  themselves  than  were  similar  blacks  from  families  that  never 
received  welfare.  Small  sample  size  hindered  their  analysis  of 
whites.22  ^ 

Hill  and  Ponza  also  explored  whether  young  adults  from  welfare- 
dependent  families  worked  less  than  those  vAxose  families  had 
never  received  welfare.  They  found  no  significfif^t  effect  on  either 
earnings  or  work  hours  of  black  men  and  womeu.  However,  white 
men  from  homes  with  the  highest  degree  of  welfare  dependency 


They  did  find  that  white  women  from  famiheft  that  had  received  70^  100  percent  of  their 
income  from  welfare,  and  white  men  from  familic*  that  had  feceived  2&  50  of  their  income  from 
welfare  drew  a  signifitantiy  higher  proportion"  of  theii  own  income  from  welfare  than  did  oth 
erwise  similar  whites.  Both  of  tnc»e  results  are  baaed  on  fewer  than  10  cases  and  must  be  treat 
ed  cautiously. 


ERIC 


7.1 


49 


averaged  6.5  fewer  hours  of  work  per  week  than  otherwise  similar 
white  men. 


For  the  most  part,  the  events  and  circumstances  that  lead  a  child 
into  or  out  of  poverty  are  beyond  the  child's  control.  The  main  ex- 
ception to  this  statement  is  for  older  children  who  can  work  and 
contribute  to  family  income.  But  what  types  of  events  are  associat- 
ed with  the  beginnings  or  ends  of  periods  of  poverty?  Are  changes 
in  family  structure  more  directly  related  to  spells  of  poverty  than 
changes  in  the  earnings  of  famJly  heads?  What  events  have  the 
most  severe  consequences  when  they  occur,  and  what  positive  or 
negative  events  happen  most  frequently?  Do  different  factors  help 
explain  black  and  white  poverty?  Some  preliminary  answers  to 
these  questions  have  been  advanced  from  research  on  the  Panel 
Study  of  Income  Dynamics. 


A  significant  portion  of  childhood  years  of  poverty  or  spells  of 
poverty  begin  with  birth.  Estimates  are  that  from  a  fifth  to  a  quar- 
ter of  poor  children  are  born  into  poverty.  Being  born  into  poverty 
can  result  from  a  number  of  factors.  A  family  that  wao  near  poor 
before  ^the  birth  of  a  child  may  become  poor  after  the  birth  if  the 
family's  income  does  not  increase  enough  to  offset  the  increased 
economic  resources  needed  by  the  child.  Alternately,  the  birth  of  a 
child  could  result  in  decreased  hours  of  work,  and  therefore  earn- 
ings, of  adults  in  the  family.  This  decrease  in  earnings  could  be 
enough  to  drop  the  family  below  the  poverty  level.  One  estimate  is 
that  for  children  born  into  poor  female-headed  families,  one-third 
of  the  poverty  was  a  result  of  the  birth.  Finally,  a  child  may  be 
born  into  a  family  that  was  poor  before  the  birth. 


Although  significant,  birth  into  poverty  did  not  account  for  75  to 
80  percent  of  children's  transitions  into  poverty.  Later  events  mast 
have  caused  these  poverty  beginnings.^^  In  general,  events  after 
birth  did  not  play  as  important  a  role  in  the  poverty  of  black  chil- 
dren as  white  children.  Duncan  and  Rogers  (1984)  attribute  85  per- 
cent of  white  childhood  poverty,  but  only  55  percent  of  black  child- 
hood poverty,  to  events  subsequent  to  birth.  Events  such  as  divorce 
did,  however,  have  a  significant  impact  on  black  families.  In  fact, 
the  likelihood  of  a  child's  becoming  poor  as  a  result  of  a  number  of 
events  was  higher  for  blacks  than  whites.  Because,  in  general, 
white  families  ^vith  children  are  farther  above  the  poverty  line 
than  black  families,  the  occurrence  of  a  negative  event  (e.g.,  unem- 
ployment) is  less  likely  to  make  them  poor.  Even  so,  post  birth 
events  explained  more  of  white  childhood  poverty  than  black.  (a> 
because  there  is  less  white  poverty  (as  a  percent  of  all  white  fami- 


However,  events  that  happen  after  the  birth  of  a  child  ma>  have  thicr  ongina  before  or 
after  the  birth. 


Transitions  Into  and  Out  of  Poverty 


BIRTH  into  poverty 


events  after  birth 
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liesj  to  explain  and  (b)  a  much  higher  proportion  of  black  children 
were  bom  into  poverty. 

Tables  2-13  and  2-14  both  look  at  the  relationships  between 
childhood  poverty  and  events.  Both  tables  illustrate  the  need  to 
consider  not  only  how  severe  the  consequences  of  an  event  are  if  it 
occurs,  but  also  how  frequently  the  event  occurs  overall.  For  exam- 
ple, Table  2-13  shows  that  becoming  a  female-headed  family  ex- 
plained 41  percent  of  the  poverty  spells  of  children  in  female- 
headed  families.  The  beginning  of  a  female-headed  family  explains 
only  14.9  percent  of  all  childhood  poverty  spells,  however,  because, 
the  event  happens  less  frequently  than  other  negative  events  (e.g., 
decline  in  earnings  of  male-headed  family). 

Summing  all  the  changes  in  earnings  events  accounts  for  over  50 
percent  of  all  childhood  spells  of  poverty  and  nearly  two-thirds  of 
the  poverty  spells  of  children  in  male-headed  families  (see  Table  2- 
13j.  The  picture  is  quite  different  for  female-headed  families,  where 
chanees  in  earnings  account  for  just  one-quaxter  of  the  spells  of 
poverty. 

TABLt  2-13.-PRIMARY  REASONS  FOR  BEGINNINGS  OF  SPELLS  OF  CHILDHOOD  POVERTY 
(BY  FAMILY  TYPE  CHILDHOOD) 

rin  percent] 


Primary  reason  for  beginning  of  spe*! 


Changes  in  Earnings: 

Earnings  of  Head  Fell  

Earnings  of  Wife  Fell  

Earnings  of  Other  Family  Member  Fell 

Total  for  Earnings  Changes  

Need  Level/Poverty  Rose  

Unearned  Income  Fell  

Beginning  of  Female-Head  Family  

Born  into  Poverty  

Total  

Percents  of  All  Beginnings  


Children  wilfi  poverty  experiences 

All  rhiirfrpn  Male-headed  Female-hca^ 
A!I  children        fg^jr^  ^^^i^ 


38.5 

51.1 

13.4 

7.0 

10.5  

7.1 

3.6 

14.2 

52.6 

65.2 

27.6 

6.7 

7.7 

4.8 

5.7 

5.1 

6.9 

14.9 

1.6 

41.2 

20.0 

20.2 

19.5 

100.0 

100.0 

100.0 

100.0 

66.5 

33.5 

Source:  Derived  from  Bane,  Mary  Jo.  Household  Composition  and  Poverty, 

An  interesting  insight  from  Table  2-13  (and  reinforced  in  Table 
2  14;  i6  that  for  female-headed  families,  declines  in  the  earnings  of 
other  family  members  are  as  influential  as  a  decline  in  earnings  of 
the  female-head  of  the  family.  Presumably,  the  work  of  older  chil- 
dren is  important  to  economic  resources  of  low  income  female- 
headed  families.  This  hypothesis  is  supported  by  another  statistic 
from  the  PSID.  A  child  leaving  home  decreased  the  poverty  rate 
for  male-headed  families,  because  the  departing  child  decreased  the 
family's  needs  by  more  than  the  value  of  his  income.  The  poverty 
status  of  female-headed  families  on  the  other  hand  was  worsened 
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by  a  child  leaving.  In  this  case,  the  older  child's  income  exceeded 
the  additional  economic  need  he  brought  the  family. 

Table  2-14  also  estimates  the  impact  of  events  on  childhood  pov- 
ei^  transitions  on  all  children.  The  first  column  of  the  table  esti- 
mgjes  the  combined  effect  on  all  children  of  the  probability  that  an 
e«it  occurs  (column  5)  and  the  effect  of  the  event  given  that  it 
o«rs  (column  2).  For  example,  the  first  entry  in  column  1  (0.5^ 
pteent)  shows  that;  one-half  of  1  percent  of  all  children  moved 
i«H  or  out  of  poverty  while  experiencing  a  transition  from  a  two- 
pwpnt  to  a  one-parent  family,  or  vice  versa.  Changes  in  hours 
worited  dominate  poverty  transitions  (also  in  Table  2-13).  Changes 
injjiours  worked  dominate  poverty  transitions  (also  in  Table  2-13). 
Conges  in  hours  worked  by  other  family  members  (excluding  the 
h^  of  family  and  spouse)  had  the  most  impact  on  poverty  transi- 
tiijas  (1.68  percent)  followed  by  changes  in  hours  worked  by  the 
n)2e  head  of  family  (0.92  percent). 
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TABLE  2-14.-SUMMARY  OF  EFFECTS  OF  VARIOUS  EVENTS  ON  TRANSITIONS  INTO  AND  OUT  OF  POVERTY 

[In  percent] 


Events 


All  children:  net 

change  in 
overall  poverty 
rate  associated 
with  event 


Children 
experiencing 
event:  net 

change  in 
poverty  rate  of 

children 
experiencing 

event 


Children  falling 
into  poverty: 

fraction 
experiencing 
the  negative 

event 


Children 
climbing  out  of 
Doverty: 
fractK)n 
experiencing 
the  positive 
event 


All  children: 
fraction  of  all 
children  who 
experierH:e  the 
event 


I.  Major  changes  in  family  structure: 

A.  Transition  from  tv/o-tOH)ne-parent  or  vice  versa   0.53         13.6           9           8  4.1 

II.  Major  changes  in  labor  supply  of  family  members: 

A.  Unemployment  of  household  head  changes  by  one  month  or  more: 

1.  Mafehead   .92          8.1           15           16  11.4 

2.  Female  head   .03          1.6           3           3  2.2 

B.  V/ork  hours  of  head  changes  by  500  hours  or  more  for  reasons  other 
than  unemployment: 

1.  Male  head   .47          2.1           16           12  21.6 

2.  Female  head   .47         13.0            7           9  3.7 

Cr  Work  hours  of  wife  changes  by  500  hours  or  more   .56          2.5            7           13  21.2 

D.  Work  hours  of  other  family  members  changes  by  500  hours  or  more   1.68          7.0           19          32  23.9 

III.  Changes  in  disability  status  of  neads  of  intact  families: 

Male  head   .19         10.4            4           2  2.0 

Female  head   .05          6.3           2           1  0.8 

Note.  Table  fead^  Jirst  tabic  ce!li»  i3%  of  dil  children  <TiOved  mto  oi  out  q\  P'^veiiy  d:>  a  (ti^\ii\  of  a  tiansition  from  a  two  parent  to  a  one  parent  familv  or  m  versa.  A  more 
detailed  version  ot  ihe  Mt  Mi  6epdidie:>  M  imuhm  m  poveiiy  num  ((dn^iiigru)  <jui  o\  ^v^eii)  ijn    lound  m.  Duncan  and  Rogers.  The  Prevalence  of  Childhood  Povert).  Survey 

Research  Center,  University  of  Michigan.  Ann  Arbor.  1985.  ftl^ftT'  f^lPV  AVAILABLB 

"  mn  and  Rogers^  Demographic  Analysis  of  Childhood  Poverty.  *  WTT  a^HilABbS 
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The  impact  of  events  on  those  children  experiencing  them  is 
shown  in  column  2,  Here,  those  events  usually  thought  to  be  influ- 
ential for  the  economic  well  being  of  children  stand  out.  transitions 
from  two-  to  one-parent  families,  employment  status  and  hours 
worked  by  female  heads  of  household,  and  disability  of  a  male  head 
of  household.  These  events  happen  too  infrequently,  however,  to  be 
the  prime  explanatory  events  for  childhood  poverty.^^ 

Finally,  columns  3  and  4  compare  the  effects  of  the  favorable  and 
unfavorable  occurrence  of  an  event  on  transitions  into  and  out  of 
poverty.  In  most  cases  the  effects  are  symmetrical.  The  families  of 
children  climbing  out  of  poverty  experience  the  favorable  side  of  an 
event  with  about  the  same  frequency  as  the  families  of  children 
falling  into  poverty  experienced  the  unfavorable  side  of  the  event. 
The  one  exception  is  the  hours  worked  by  other  family  members. 
Here,  almost  one-third  of  all  children  climbing  out  of  poverty  lived 
in  families  where  the  hours  worked  by  other  family  members  in- 
creased by  at  least  500  hours.  While  decreases  in  the  hours  worked 
by  other  family  members  were  experienced  by  a  higher  proportion 
of  those  falling  into  poverty  than  any  other  event  (19  percent),  the 
unfavorable  event  was  not  nearly  so  influential  as  the  favorable 
event. 

6.  Conclusions 
The  Measurement  of  Poverty 

In  1983,  including  the  value  of  non-cash  Government  assistance 
for  food,  housing  and  medical  care  as  income  would  have  reduced 
the  poverty  rate  for  children  by  12  to  28  percent  (depending  on  the 
method  used  to  value  the  benefits),  compared  to  the  official  rate. 

In  1982,  excluding  income  and  payroll  taxes  from  a  family's  total 
cash  income  would  have  increased  the  poverty  rate  for  chUdren  by 
over  8  percent,  compared  to  the  official  rate. 

Including  the  value  of  non-cash  Government  assistance  as 
income  would  reduce  the  poverty  rate  for  children  in  female- 
headed  families  more  than  male-headed  families. 

Measuring  a  family's  income  after  payroll  and  income  taxes  have 
been  deducted  rather  than  before  would  increase  the  poverty  rate 
for  children  in  male-headed  families  more  than  female-headed  fam- 
ilies. 

Child  Poverty  in  1983 

Children  were  1.5  times  as  likely  to  be  poor  as  people  over  the 
age  of  65,  and  1.8  times  as  likely  to  be  poor  as  adults  between  the 
ages  of  18  and  64. 

A  black  child  was  over  two  times  as  likely  to  be  poor  as  a  white 
child.  Since  there  are  far  more  white  children  in  the  total  popula- 
tion than  black  children,  poor  white  children  outnumber  poor 
black  children  by  a  two-to-one  margin. 


**This  table  does  not,  however,  control  for  the  duration  of  a  period  of  poverty.  Information 
presented  previousb  indicates  that  events  auth  a»  tranuitiuns  U>  female-headed  families  result 
in  longer  periods  of  poverty  than  labor  supply  changes. 
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Over  half  of  all  children  in  single-parent  families  headed  by  a 
female  were  poor.  Seven  out  of  10  black  children  in  these  families 
were  poor.  Poverty  rates  for  children  in  female-headed  families 
vary  with  the  mother's  marital  status.  The  likelihood  of  a  white 
child's  being  poor  when  the  mother  is  never  married  is  2.8  times  as 
great  as  when  the  mother  is  widowed.  Since  there  are  higher  rates 
of  poverty  in  all  types  of  black  families,  the  distinction  in  black 
poverty  rates  between  children  of  never-married  mothers  and  wid- 
owed mothers  is  substantially  smaller. 

Between  1959  and  1983 

Between  1959  and  1983,  the  poverty  rate  for  persons  over  the  age 
of  65  declined  by  over  58  percent,  but  the  rate  for  children  declined 
only  by  18  percent.  Between  1959  and  1969  the  poverty  rate  for 
children  was  almost  cut  in  half.  But  since  reaching  its  low  point  in 
1969,  the  poverty  rate  for  children  generally  increased,  especially 
since  1978. 

Between  1959  and  1983  children  always  made  up  a  larger  share 
of  the  poor  population  than  their  share  of  the  total  population. 

The  number  of  children  in  female-headed  families  has  increased. 
Since  these  families  ha've  poverty  rates  substantially  higher  than 
those  of  other  families,  they  have  influenced  the  increase  in  child* 
hood  poverty.  However,  the  rise  in  childhood  poverty  between  1978 
and  1983  was  primarily  in  families  with  a  male  present. 

Dynamic  Analysis 

Research  based  on  the  Panel  Study  of  Income  Dynamics  supports 
these  general  observations  on  poor  children: 

It  is  important  to  distinguish  between  short-term  and  persistent 
poverty.  Among  children  and  the  population  as  a  whole,  most  pov- 
erty is  short-term.  Persistent  poverty  is  infrequent  but  makes  up  a 
large  share  of  the  total  years  children  spend  in  poverty. 

Families  who  experience  short-term  poverty  are  demographically 
similar  to  the  population  as  a  whole,  although  blacks  and  people  in 
female-headed  families  are  somewhat  overrepresented. 

Persistently  poor  children  are  overwhelmingly  black,  live  in 
female-headed  households,  and  live  in  southern  or  rural  areas. 
Almost  90  percent  of  persistently  poor  children  are  black. 

About  one-third  of  all  children  are  poor  sometime  during  child- 
hood, but  only  one  in  20  experiences  persistent  poverty. 

The  dynamics  of  childhood  poverty  differ  markedly  between 
black  and  white  children.  For  example: 

—Much  of  white  poverty  is  short  term  and  associated  with 
events  such  as  divorce,  remarriage,  or  changes  in  earnings, 

—Black  poverty  lasts  longer  and  is  less  affected  by  changes  in 
family  structure  events. 

—A  higher  percentage  of  black  children  than  white  children  are 
born  into  poverty. 
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By  far,  the  events  that  are  most  strongly  associated  with  overall 
transitions  into  poverty  are  reduced  earnings  of  the  head  of  family 
or  of  other  related  (non-spouse)  family  memoers. 

The  events  that  most  sharply  diminish  family  economic  well- 
being,  if  they  occur,  are  transitions  into  a  femaie-headed  family, 
disability  of  a  head  of  family,  and  decline  in  the  earnings  of  a 
woman  heading  a  family. 
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CHAPTER  IIL  HOUSEHOLD  COMPOSITION:  HOW  IT 
AFFECTS  THE  POVERTY  OF  CHILDREN* 

The  rise  in  the  poverty  rate  from  1978  to  1983  has  attracted  in- 
creasing attention  to  the  relationship  between  poverty  and  broad 
demographic  trends  in  the  country.  In  general,  family  type  and 
race  are  the  two  demographic  aspects  of  poverty  that  have  been 
most  commonly  explored.  Many  studies  suggest  that  an  important 
reason  for  the  recent  increase  m  the  overall  poverty  rate  is  the  m- 
creasing  prevalence  of  female-headed  households,  since  their  pover- 
ty rate  is  consistently  high.  ^  1  V  JJ 

The  association  between  the  rising  proportion  of  female-headed 
households  in  the  general  population  and  increases  in  the  poverty 
rate  has  been  characterized  as  the  "feminization  of  poverty.'  This 
association  raises  two  questions:  First,  which  is  the  dominant 
trend— the  feminization  of  households  in  the  general  population  or 
increasing  poverty  rates  among  households  headed  by  women? 
That  is,  to  what  extent  is  the  rise  in  overall  poverty  due  to  a  rise  in 
the  bhare  of  households  headed  by  women?  And  to  what  extent  is 
the  rise  in  poverty  due  to  an  increase  in  the  incidence  of  poverty 
among  households  headed  by  women?  Second,  how  much  have 
family  composition  changes  affected  changes  in  poverty  m  compari- 
son to  changes  In  income  and  jobs?  Female-headed  families  may  be 
disproportionately  poor  for  a  variety  of  reasons.  They  may  have 
been  poor  before  becoming  a  female-headed  family,  indicating  that 
under  these  circumstances  other  characteristics  than  family  compo- 
sition caused  their  poverty.  A  substantial  amount  of  poverty  in 
female-headed  families  has  been  attributed  to  changes  in  income 
unrelated  to  changes  in  family  composition.^ 

This  chapter  examines  the  relationships  among  major  demo- 
graphic trends  and  changing  patterns  of  poverty  among  children. 
The  chapter  is  divided  into  three  major  sections.  The  first  section 
analyzes  trends  In  demographic  patterns  and  poor  children  over 
the  last  25  years.  The  effects  of  family  type,  race,  and  family  si^ 
on  poverty  rates  and  the  characteristics  of  poor  children  are  ad- 
dressed. In  addition,  the  combined  effects  of  these  demographic 
variables  and  the  hypothetical  effects  of  no  change  in  demographic 
variables  are  evaluated.  Two  additional  aspects  of  poverty  among 


'Jeanne  E  Gnffith  was  the  principal  author  of  this  chapter,  assisted  by  Richard  Rimkunas 
Dr  GrifTilh  compiled  the  tables,  and  Mr  Rimkunas  prepared  the  computer  graphs. 

»yee.  for  example.  U.S  Commission  on  Civil  Rights.  A  Growing  Crisis.  Disadvantaged  Women 
and  Their  Children  Clearinghouse  Publication  78,  May  19S3  Danziger.  Sheldon  Children  in 
Poverty  The  Truly  Needly  Who  Fall  Through  the  Safety  Net.  Madison.  WI  Institute  for  Re- 
search on  Poverty  November  1981.  Gottschalk.  Peter  and  Sheldon  Danziger  Macroeconomic 
Conditions.  Income  Transfers,  and  the  Trends  in  Povertv  in  the  Social  Ointract  Revisited,  Aims 
and  Outcomes  of  President  keagan's  Social  Welfare  Policy  Ed  Ue  Rainwater  Washington. 
D  C.  Urban  Sstitute  Press.  1984.  And  Pearce,  Diana  M.  The  Feminization  of  Ghetto  Poverty 
Society.  November/December.  1983.  _  ^    ^         _  ^  ,  . 

»Bane  Mary  Jo.  Household  Composition  and  Poverty,  IRP  Conference  Paper  presented  in 
Williamsburg,  Va.  Dec.  6-8. 1984.  University  of  Wisconsin-Madison. 


(56) 


S7 

children  are  then  examined:  (1)  the  relationship  between  the  sever- 
ity of  poverty  and  family  type,  and  (2)  the  effects  of  teenage  fertili- 
ty on  poverty.  ^ 

^  The  second  m^or  section  of  the  chapter  presents  the  demograph- 
ic trends  m  a  broader  historical  and  society-wide  perspective.  Dif- 
ferent perspectives  on  the  significance  of  changing  family  behavior 
are  summarized.  Longer  term  patterns  of  marriage,  marital  disso- 
lution births  out  of  wedlock,  and  living  arrangements  are  exam- 
ined Finally,  the  relationships  between  these  demographic  trends 
and  children  s  experiences  are  reviewed. 

The  final  m^or  section  of  the  chapter  examines  the  possible  ef- 
fects of  governmental  policies  on  family  formation  and  dissolution, 
t-vidence  from  several  perspectives  addressing  the  possibility  that 
policies  have  changed  demographic  patterns  is  reviewed. 

1.  M^or  Findings 
M^'or  findings  include  the  following: 

The  number  of  female-headed  families  with  children  more  than 
doubled  from  1959  to  1983.  The  share  of  all  children  living  in  such 
families  climbed  from  9  to  20  percent. 

In  the  1960s  the  main  reasons  for  the  growth  of  female-headed 
families  were  population  increase,  the  presence  of  children  in  mar- 
riages dissolved  by  death  or  divorce  and  marital  dissolution  itself. 
By  the  197US,  the  two  main  factors  after  population  increase  were 
marital  dissolution  and  births  out  of  wedlock. 

Poverty  rates  among  children  in  female-headed  families  consist- 
ently have  been  much  higher  and  more  persistent  than  those  for 
children  m  male-present  families.  However,  from  1978  to  1983  pov- 
erty rates  increased  faster  among  male-present  families  than  in 
temale-headed  ones,  increasing  the  share  of  poor  children  with  a 
man  m  the  home. 

In  1983,  almost  70  percent  of  families  headed  by  never-married 
women  were  poor.  These  families  have  consistently  been  more 
prone  to  poverty  than  any  other  group. 

loTo  ^  number  of  poor  children  increased  by  3  million  from  1968  to 
lysd,  even  though  the  total  population  of  children  decreased  by  9 
million  m  those  years. 

Because  of  the  combined  effects  of  family  type  and  race,  the  com- 
position of  poor  children  varies  by  race.  Among  poor  white  chil- 
dren, nearly  40  percent  live  in  female-headed  families,  whereas 
among  poor  black  children  that  figure  is  nearly  75  percent. 

In  1983,  more  than  half  of  all  children  in  families  with  five  or 
more  children  were  poor.  In  contrast,  among  children  in  families 
with  only  one  or  two  children,  just  under  15  percent  were  poor. 

If  the  proportion  of  children  in  female-headed  families  had  not 
increased  over  the  last  quarter  century,  it  is  estimated  that  the 
number  of  poor  children  in  1983  might  have  been  almost  3  million 
less  than  it  actually  was. 

A  child  in  a  female-headed  family  is  four  times  as  likely  to  be 
poor  as  one  m  a  male-present  family.  Moreover,  the  former  child 
?oo°of  "*^«ly  tojje  poorer,  needing  an  average  of  almost  $1300  in 
J  J  u  I»yerty  threshold,  almost  40  percent  more  than 
the  $931  needed  by  the  child  with  a  man  at  home. 
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Never-married  mothers  present  the  most  severe  poverty  problem 
(three  out  of  four  children  of  such  mothers  are  poor)  and  their 
ranks  are  growing.  In  1980  almost  one-fifth  of  births  were  to  unwed 

mothers.  ,       .  ,  ^    j-i  • 

Birth  rates  to  unmarried  teenagers  have  increased  steadily  since 
at  least  1940.  Even  though  birth  rates  among  teenagers  overall  are 
declining,  more  of  their  babies  have  been  conceived  out  of  wedlock 
and  fewer  of  the  mothers  are  marrying  before  the  birth. 

If  the  incidence  of  never-married  mothers  had  not  increased  from 
1969  to  1979,  it  is  estimated  that  the  overall  poverty  rate  might 
have  been  five  percent  lower  in  1979. 

2.  Demographic  Trends  and  Poor  Children 

This  chapter  examines  the  effects  of  demographic  trends  on  pov- 
erty among  children,  scrutinizing  the  trends  in  family  composition 
over  the  last  25  years  and  their  relationship  to  changing  levels  of 
poverty  among  children.  The  analysis  finds  complex  relationships. 
Since  1959,  the  first  year  for  which  the  Bureau  of  the  Census  has 
calculated  poverty  rates,  the  number  and  share  of  female-headed 
households  has  risen  in  all  years  except  one.  In  the  same  ye^  the 
incidence  of  poverty  among  children  has  followed  a  very  different 
path  it  decreased  in  the  1960s,  fluctuated  while  trending  upward 
m  the  1970s,  and  increased  significantly  m  the  late  1970s  and  early 
1980s.  _^ 

The  following  sections  address  the  relationships  between  poverty 
among  children  and  the  following  demo^aphic  factors:  (1)  family 
type,  (2)  race,  (3)  family  size;  (4)  the  combined  effects  of  these  demo- 
graphic trends,  (5)  what  poverty  rates  among  children  might  have 
been  had  family  composition  not  changed;  (6)  the  relationship  be- 
tween family  type  and  the  income  deficit;  and  (7)  the  relationship 
between  teenage  fertility  and  poverty. 

Tivee  notes  about  the  terminology  used  in  this  chapter  are  ap- 
propriate at  this  point.  First,  most  of  this  analysis  deals  with  the 
family,  which  is  defined  by  the  Census  Bureau  as  a  group  of  t>yo  or 
more  persons  related  by  birth,  marriage,  or  adoption  and  residing 
together.  However,  when  data  are  available  only  for  households  or 
when  it  seems  more  appropriate  to  use  such  data,  the  unit  studied 
is  the  household,  all  persons  who  occupy  a  housing  unit.  Second, 
female-headed  families  are  frequently  contrasted  to  male-present 
families  in  this  chapter.  Because  of  the  small  number  of  oneparent 
male-headed  households,  the  male^present  families  include  families 
with  two  parents  present  as  well  as  families  with  a  male  head  but 
no  wife  present,  according  to  Census  Bureau  convention.  Third,  the 
data  in  this  chapter  are  based  on  "related  children,  that  is,  chil- 
dren under  age  18  who  are  not  the  head  of  a  family  or  their  spouse, 
but  who  are  living  with  other  family  members. 

Demographic  Trends  and  Poverty  Rates:  Family  Types 

poor  children  and  family  type 

One  parent  vs.  two  parents 

Family  composition  affects  the  number  of  children  in  poverty  be- 
cause children  are  necessarily  dependent  on  other  family  members 
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to  provide  for  their  economic  well-being.  The  ability  of  a  family 
unit  to  provide  for  its  children  is  related  to  the  number  of  adults  -n 
the  tamily  and  their  resources.  Obviously,  the  more  adults  presei.t 
and  the  greater  their  capacities  to  provide,  the  less  likely  the 
tamily  will  be  poor.  Family  composition  therefore  serves  as  a  very 
rough  proxy  for  the  social,  economic,  and  personal  resources  which 
the  family  as  a  whole  can  amass  to  meet  its  needs. 

Female  vs.  male  family  head 

A  child  is  four  times  as  likely  to  be  poor  if  living  in  a  family 
headed  by  a  woman  rather  than  a  man.  In  1983,  more  than  half 
the  children  m  female-headed  families  were  poor  (55.4  percent). 
Among  children  in  male-present  families  the  poverty  rate  was  13  4 
perrent  Of  all  poor  children,  more  than  half  lived  in  female- 
headed  families.  For  all  poor  white  children,  the  share  in  female- 
headed  families  was  40  percent;  for  poor  black  children,  the  fieure 
was  75  percent.  * 

Education,  labor  force  participation,  employment,  earnings,  total 
income,  and  assets  as  well  as  economies  of  scale  all  vary  among  dif- 
ferent types  of  households.  3  A  m^jor  reason  for  many  of  these  vari- 
ations IS  the  sex  of  the  family  head.  Women  in  general  have  lower 
rates  01  labor  force  participation,  command  lower  wages  than  men 
and  have  fewer  assets  than  do  men.''  In  addition,  rates  of  famih 
tormation  and  dissolution  vary  among  people  with  different  levels 
ot  education  and  at  different  levels  of  economic  well-being."* 

THE  TREND  TOWARD  FEMALE-HEADED  FAMIUES 

The  image  of  a  family  as  a  mother,  father,  and  children— long  a 
prominent  theme  in  American  social  life— has  been  eroded  in 
recent  years  Trends  in  the  formation  and  dis-solution  of  marriages 
have  contributed  to  rapid  increases  in  one-parent  families.  In  par- 
ticular the  number  of  female-headed  families  has  increased  dra- 
matically over  the  last  decade,  accelerating  long  term  trends  ap- 
parent m  this  country  throughout  this  century. 

Data  on  the  numbers  and  percentages  of  different  types  of  fami- 
lies show  that  these  changes  have  been  extensive.  Since  1959,  the 
number  of  female-headed  families  has  more  than  doubled,  from  4.5 
million  to  9.9  million,  as  shown  in  Table  3-1.  That  increase  has 
been  the  result  of  more  than  just  natural  increase  in  the  total 
nuniber  of  families;  indeed,  the  share  of  all  families  that  are 
headed  by  females  has  increased  from  10.0  percent  in  1959  to  15.9 
percent  m  1983,  on  increase  of  nearly  60  percent.  In  comparison, 
the  number  of  male-present  families  increased  by  neariy  30  percent 
over  the  same  period,  but  this  represented  a  decrease  from  90  0 
percent  m  1959  to  84.1  percent  of  all  families  in  1983.  The  increase 
m  lemale-headed  families  has  been  steady  over  the  entire  period. 

Hnnk!ni""p'i?'fo6l  \?  Belous  Whafs  Happening  to  the  American  Family?  Baltimore.  Johns 
Kl^L?'^  •■  "Of""''.  Georee  and  Uary  Jo  Bane.  The  Nation's  Families.  1960-1990 
^^„,.,„^  p'^T  for  lyrban  Studies  1980.  Green.  Gordon  and  Edward  Weln.ak 

Au^fu982  ^  ^  Composition  and  Income  Differentiab.  US.  Bureau  of  the  Census.  CdHsO-T. 

Mnrth!'^'  fcu  u  '^ee.  and  Work  Baltimore  Johns  Hopkins  University.  1975  Hill. 
Vol  X  Ann  IT  P'^fl'Pf""!  'h«Po^«rty  of  Children  Five  TRousand  American  Families 
Vol  X.  Ann  Arbor.  Institute  for  Social  Research,  1983. 

To£y:PoX^onf^lt'^^^^^^^^  Together  in  the  U.S. 
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TABLE  3-1.-FAMILIES  BY  TYPE.  SELECTED  YEARS.  1959-83 


Year  TotaWa.ilies    ^^f^^  ^^^'"'^  '"S" 

iQM  61  997  9.878  15.9  52.119  84.1 

S ::    ;  459  15.4  51.924  84.6 

S 6  019  9.403  15.4  51.616  84.6 

S 3  9  9.CS2  15.1  51.227  849 

S 57804  8.458  14.6  49.346  85.4 

S5 57  215  8.236  14.4  48.979  85.6 

^9  6 6.  10  713  13.6  48.997  86.4 

975 56245  7482  13.3  48.763  86.7 

974 55712  7242  13.0  48.470  87  0 

55053  '  6804  12.4  48.249  87.0 

?2 3  607  12.2  47.766  87  8 

9  53296  6191  11.6  47.105  884 

9  0 52  120  6.001  11.5  46.119  88.5 

969 51  586  5.591  10.8  45.995  892 

968 50531  5461  10.8  45.070  89.2 

967 49.833  5333  10.7  44.500  893 

963 47.436  4.882  10.3  42.554  89.7 

959 45.054  4.493  10.0        40.561  90.0 


Along  with  the  increase  in  the  number  and  proportion  of  female- 
headed  families  overall  has  come  a  corresponding  but  somewhat 
larger  increase  in  such  families  with  children.  Table  3-2  shows 
that  the  number  of  female-headad  families  with  children  increased 
by  about  160  percent  over  the  period  1959  to  1983,  from  2.5  miUion 
to  6.6  million.  Male-present  families  with  children  increased  by 
only  about  7  percent  over  this  period.  As  a  result,  the  share  of  tam- 
ilies  with  children  that  were  headed  by  females  increased  from  9  4 
percent  in  1959  to  20.2  percent  in  1983. 
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TABLE  3-2.-FAMILIES  WITH  CHILDREN  BY  TYPE,  SELECTED  YEARS,  1959-83 
year  Total  families    ^^"If^y    Pef^ntof     p,^,^^.,.^  Pegof 

1983   32,723 

982   32,567 

981   32,587 

980   32,772 

978   31,735 

977   31,637 

1976   31,430 

75   31,377 

974   31,331 

973   30,997 

1972   30,810 

1971   30,724 

1970   30,071 

1969   29,995 

1968   29,323 

1967   29,032 

963   28,317 

1959    26,992 


6,609 

20.2 

6,397 

19.6 

6,488 

19.9 

6,299 

19.2 
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FACTORS  CAUSING  THE  INCREASE  IN  FEMALE-HEADED  FAMILIES 

This  increase  in  female-headed  families  with  children  has  result- 
ed trom  specific  demographic  changes  in  our  society.  No  single 
factor  explains  the  trend,  and  the  behavior  of  individuals  and  fami- 
lies are  involved  The  increase  in  the  percentage  of  female-headed 
tamilies  with  children  can  be  examined  more  closely  to  determine 
which  demographic  factora  have  led  to  this  unprecedented  increase. 
What  factors  have  played  more  important  roles?  Have  there  been 
so  many  more  births  out  of  wedlock?  Have  the  increases  in  the  di- 
vorce rate  been  responsible?  Have  more  divorces  occurred  among 
families  that  have  children  present?  Have  mothers  without  spouses 
present  increasingly  been  choosing  to  live  on  their  own  rather  than 
living  with  another  family?  Or  has  there  simply  been  an  increase 
m  the  adult  female  population? 

Between  1960  and  1970  the  number  of  female-headed  families 
with  children  increased  by  1.1  million  families,  an  increase  of  66  6 
percent  The  rate  of  increase  between  1970  and  1980  was  faster,  so 
that  the  number  of  feniale-headed  families  with  children  increased 
by  10  million  in  that  decade,  a  gain  of  74.4  percent.  By  1980,  the 
count  of  female-headed  families  with  children  reached  4.8  million 
'These  data  are  not  consistent  with  the  data  series  in  the  preceding 
section  because  they  are  based  on  data  from  the  1980  Census,  and 
do  not  include  female-headed  families  with  a  male  present  or 
w^men  who  are  married  with  an  absent  spouse,  but  not  separated, 
ine  data  in  this  section  are  internally  consistent  for  the  purposes 
of  measuring  changes  between  decades.) 
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Chart  3.1  disaggregates  the  components  of  growth  of  female- 
headed  families  with  children  over  the  two  decades,  from  1960  to 
1980,®  to  shed  light  on  the  reasons  for  these  rapid  increases.  The 
chart  shows  the  percentage  shares  of  the  total  increase  in  female- 
headed  families  with  children  accounted  for  by  a  selected  set  of  five 
major  demographic  trends: 

ll)  Population  growth.  The  general  increase  in  the  number  of 
all  families  that  would  naturally  be  accompanied  by  a  propor- 
tionate increase  in  female-headed  families; 

(2)  Rate  of  mailtal  dissolution.  The  change  in  the  proportion 
of  ever-married  v/omen  who  are  separated,  widowed,  or  di- 
vorced; 

(3)  Proportion  of  dissolved  marriages  with  children.  The 
change  in  the  proportion  of  women  whose  marriages  have  been 
dissolved  who  have  dependent  children  continuing  to  live  with 
them;  ^ 

(4)  Changes  in  patterns  of  living  arrangements  for  unmar- 
ried women  with  children.  The  change  in  the  proportion  of 
never-married  or  formerly-married  mothers  with  dependent 
children  who  head  their  own  households  rather  than  living 
with  another  person  or  family  in  their  household; 

(5)  Births  out  of  wedlock.  The  change  in  the  proportion  of 
never-married  women  who  have  dependent  children. 

[Note —Data  on  which  this  chart  is  based  are  provided  in  Ap- 
pendix I,  which  has  support  tables  for  all  charts  in  the  report.] 
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CHABT  3.1 

Major  Components  of  Growth  in  the  Number 
of  Female-Headed  Phmilies  with  Children:  1960  -  1980 
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The  relative  importance  of  these  factors  varied  between  the  two 
decades.  In  each  case,  population  growth  played  the  single  most  m- 
portant  role  in  the  increase;  the  increase  in  the  number  of  adult 
women  was  of  course  directly  associated  with  an  increase  m  the 
number  of  female-headed  families.  However,  population  growth  ac- 
counted for  only  about  a  fourth  of  the  increase  in  female-headed 
families  in  the  1970s  and  slightly  less  in  the  1960s. 

The  trend  from  1960  to  1970 

Most  of  the  increase  was  attributable  to  changes  in  patterns  of 
marriage,  births,  and  living  arrangements.  In  the  1960s,  next  to 
population  increase  the  second  most  important  factor  was  an  m- 
crease  in  i\e  Presence  of  children  in  marriages  disrupted  by  di- 
vorce or  wiQwhood.  That  is,  during  this  period  a  rising  proportion 
of  the  divorces  (and  widowhoods)  involved  children  who  subse- 
quently stayed  with  their  mothers.  This  accounted  for  more  than  a 
fifth  of  the  increase  in  female-headed  families  with  children  from 

1960  to  1970.  ^      .    1     .    r  -^1 

The  third  most  important  factor  was  the  actual  rate  of  mantal 
dissolution— divorces,  separations,  and  deaths  of  spouses.  Relatively 
more  existing  marriages  were  dissolved  in  this  period,  aoiountmg 
for  sHghtly  less  than  a  fifth  of  the  increase  in  female-headed  fami- 
lies with  children.  A  majority  of  this  was  due  to  increases  in  the 
divorce  rate.  These  two  factors  (presence  of  children  in  disrupted 
marriages  and  marital  dissolution)  meant  that  during  the  19b0s  an 
increasing  proportion  of  marriages  were  being  dissolved  and  more 
of  these  involved  children.  Population  increase,  the  increase  in 
marital  dissolutions,  and  the  increasing  presence  of  children  in  dis- 
solved marriages  accounted  for  more  than  60  percent  of  the  in- 
crease. .  ,  .  .  u  r 
The  next  most  important  factor  in  the  increasing  number  ot 
female-headed  families  with  children  was  an  increase  in  births  out 
of  wedlock.  This  accounted  for  about  14  percent  of  the  increase  in 
this  decade.  Of  the  demographic  factors  under  consideration,  the 
least  significant  was  the  trend  for  an  increasing  proportion  ot 
women  who  experienced  a  marital  dissolution  or  who  had  children 
out  of  wedlock  to  maintain  their  own  household  rather  than  live  as 
a  "subfamily"  in  another  household. 

The  trend  from  1970  to  1980 

In  the  1970  s,  there  was  a  slight  shift  in  the  order  of  iniportance 
of  the  different  factors  explaining  the  increase  in  female-headed 
families  with  children.  The  most  important  factor  remained  popu- 
lation g#vth,  accounting  this  time  for  one-fourth  of  the  increase^ 
Second  fest  important,  however,  was  the  increase  in  the  rate  oj 
marital  fflssolution  (primarily  divorce);  this  trend  also  accounted 
for  iiearfiTone-fourth  of  the  increase.  The  importance  of  births  out 
of  wedl(S  was  greater  than  in  the  preceding  decade,  accounting 
for  16.9  S-cent  of  the  increase.  The  trend  to  increasing  numbers  of 
marital  Ifesolutions  involving  children  continued,  but  to  a  lesser 
extent  sckethat  only  10.5  percent  of  the  increase  was  attributable  to 
this  factS  in  the  1970s.  The  trend  for  relatively  more  never-mar- 
ried or  f#neriy-married  women  to  maintain  their  own  households 
continue!)  but  again  this  factor  was  the  least  significant,  account- 
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ing  for  only  6  6  percent  of  the  increase.  A  slightly  larger  proportion 
of  the  increase  in  the  1970s  was  unexplained  by  any  of  these  fac- 
tors than  had  been  the  case  in  the  1960s  (17.9  percent  compared  to 
14.4  percent). 

Differences  by  race 

The  relative  importance  of  these  causal  factors  (changes  in  living 
arrangements,  marital  dissolution,  presence  of  children,  births  out 
of  wedlock,  and  population  growth)  varied  between  the  white  and 
black  populations,  as  shown  in  Tables  3-3  and  3-4.  Among  white 
families,  as  Table  3-3  shows,  in  the  1960s,  after  population  growth, 
the  order  of  importance  was:  (1)  marital  dissolution,  (2)  presence  of 
children  m  marriages  that  were  dissolved,  (3)  separate  living  ar- 
rangements of  unmarried  women  with  children,  and  (4)  increased 
numbers  of  births  out  of  wedlock.  In  the  1970s,  as  Table  3-4  shows, 
the  patterns  shifted  so  that  the  presence  of  children  in  disrupted 
marriages  was  the  most  important,  accounting  for  nearly  30  per- 
cent of  the  increase.  After  that  was  marital  dissolution,  and  only 
third  m  importance  was  general  population  growth.  Again,  chang- 
ing patterns  of  living  arrangements  and  increases  in  births  out  of 
wedlock  accounted  for  the  smallest  share  of  the  increase. 

Among  non-white  families,  the  most  important  factor  explaining 
the  increase  in  female-headed  families  with  children  in  the  1960s 
m^,%  presence  of  children  in  marriages  that  were  dissolved,  as 
Table  d-3  shows.  Next  most  important  was  the  increasing  rate  of 
births  out  of  wedlock.  Only  after  these  factors  came  population 
growth  and  marital  dissolutions.  Tlie  trend  toward  separate  living 
arrangements  accounted  for  the  smallest  share  of  the  increase.  In 
the  1970s,  shown  in  Table  3-4,  the  relative  importance  of  these  fac- 
tors for  non-whites  shifted  differently  from  the  way  they  changed 
for  whites  The  trend  of  the  presence  of  children  in  marriages  that 
were  dissolved  declined  among  non-whites,  so  that  relatively  fewer 
marital  dissolutions  involved  children.  This  factor  would  actually 
have  reduced  the  number  of  black  female-headed  families  with 
children  if  the  other  remaining  factors  had  not  led  to  an  increase. 
Population  growth  was  the  most  important  factor  operating  to  in- 
crease such  families.  (The  very  high  percentage  attributed  to  popu- 
lation growth  in  the  table  results  from  negative  change  in  the 
factor,  presence  of  children;"  population  growth  accounts  for  an 
excess  gross  amount  of  the  change.  However,  the  net  change  of  all 
six  factors  adds  to  100  percent.)  Next  most  important  was  a  contin- 
ued increase  in  births  out  of  wedlock. 
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TABLE  3-3.-C0MP0NENTS  OF  GROWTH  IN  THE  NUMBER  OF  FEMALE-HEADED  FAMILIES 
WITH  CHILDREN  LESS  THAN  18,  BY  RACE,  1960-70 


White  Nonwhite 


Compontnt  of  change  pj^fc  pamilte  pg,ce„, 
 (thousands)      ^'^^^  (thousands) 

Population  growth   171  24.3  62  15.9 

Marital  dissolution   60  22.7  61  15.6 

Presence  of  cliildren   139  9.7  92  23.5 

Living  arrangements   75  10.7  di  /.a 

Births  out  of  wedlock   58  8.2  83  21.2 

Remainder   101  14.3  62  15.9 


TABLE  3-4.-C0MP0NENTS  OF  GROWTH  IN  THE  NUMBER  OF  FEMALE-HEADED  FAMILIES 
WITH  CHILDREN  LESS  THAN  18,  BY  RACE,  1970-80 

V/hite  Konwhite 


Component  of  change  f^^^^  Familte  f^^^^ 
 (thousands)  (thousands) 

Population  growth   247  15.9  600  126.8 

Marital  dissolution   354  2.7  0  4.2 

Presence  of  children   449  22.8  -243  -51.4 

Living  arrangements   107  6.9  li  li 

Births  out  of  wedlock   107  6.9  92  19.5 

Remainder   294  18.9  -9  -1.9 


TRENDS  OF  CHILDREN  IN  FEMALE-HEADED  FAMIUES 

As  the  proportion  of  female-headed  families  in  the  Nation  h^  in- 
creased, the  living  arrangements  of  children  in  families  also  have 
changed.  Although  the  total  number  of  children  has  been  declining 
smce  the  late  1960's,  the  number  of  children  in  female-headed 
households  has  been  increasing  steadily.  The  total  number  ot  chil- 
dren under  18  reached  a  peak  of  70  million  in  1968  and  has  been 
declining  fairly  evenly  ever  since,  to  61  million  in  1983.  However, 
the  number  of  children  in  female-headed  households  increased 
irom  6  million  in  1959  to  7  million  in  1968,  and  continued  upward 
to  12  million  in  1983. 

Growth  in  the  share  of  children  in  female-headed  families 

The  increase  in  the  numbe.  of  children  in  female-headed  house- 
holds in  the  face  of  a  substantial  decline  in  the  total  number  pi 
cliildren  has  resulted  in  a  significant  drop  in  the  percentage  of  chil- 
dren who  live  in  male-present  households  (combining  both  two- 
parent  families  and  those  headed  by  a  man  living  without  a 
spouse).  From  1959  to  1983,  the  share  of  children  living  m  rnale- 
present  families  fell  from  91.2  percent  to  80.4  percent,  a  drop  ot 
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^  12  ^rcent  Conversely,  as  shown  in  Chart  3.2,  the  percent- 
^f,M  V^'^^J!^''  who  hve  in  female-headed  households  more  than 
doubled  m  this  period  (mcreasing  118  percent),  from  9.0  percent  to 
iU^^f  I  in  the  proportion  of  children  in  families 

headed  by  females  means  that  increasingly  more  children  are 
living  in  exactly  those  families  which  are  most  prone  to  poverty. 

CHART  3.2 

Percentage  Distribution  of  All  Children 
by  Family  Type  1959  -  1983 
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TRENDS  IN  POVERTY  RATES  OF  CHILDREN,  BY  FAMILY  TYPE 

A  first  perspective  on  the  relationship  between  family  composi- 
tion and  poverty  among  children  can  be  gained  by  examining  pov- 
erty rates  for  different  family  types.  Has  the  increased  proportion 
ot  temale-headed  families  in  the  general  population-the  feminiza- 
tion ot  famihes-that  has  just  been  documented  been  accompanied 
by  an  increase  in  the  proportion  of  female-headed  families  that  are 
poor'  In  particular,  have  children  in  female-headed  families  been 
disproportionately  affected?  This  section  examines  these  demo- 
graphic questions,  leaving  to  Chapter  IV  the  discussion  of  the 
social  and  economic  factors  that  lead  female-headed  families  to  be 
more  prone  to  poverty. 


o  so 
ERIC 


68 


Female  vs.  male  family  head 

While  the  number  and  proportion  of  children  in  femal^headed 
families  have  been  increasing  steadily  since  1959,  the  mcidence  ot 
poverty  in  different  types  of  families  has  been  changing.  As  noted 
in  Chapter  II,  there  have  been  three  periods  with  different  Patterns 
of  change  in  the  poverty  rates  since  1959.  The  first,  from  1959  to 
1969  was  one  of  generally  declining  poverty  rates.  From  1969  to 
1978,  the  poverty  rate  fluctuated,  but  trended  upward.  From  1978 
to  1983,  the  poverty  rate  increased  consistently  and  sharply.  This 
pattern  was  generally  reflected  in  the  poverty  rates  for  children  in 
different  types  of  families.  .  „.,.,,..-,  c 

Among  children  in  female-headed  families,  the  incidence  ot  pov- 
erty declined  in  most  years  from  1959  to  1970,  with  years  of 
increasing  rates,  as  shown  in  Chart  3.3.  From  then  until  1979,  the 
rate  fluctuated,  but  the  net  movement  over  the  period  was  dowii- 
ward,  so  that  in  1979  the  poverty  rate  among  children  in  female- 
headed  families  was  48.6,  in  comparison  to  53.0  in  1970  After  1979, 
the  rate  increased  annually,  reaching  a  high  of  56.0  in  1982  and  de- 
clining slightly  to  55.4  in  1983. 

cam  3.3 

Poverty  Rates  for  Related  Children 
-  by  Fhmily  Type:  1959  -  1983 
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In  male-present  families,  the  trend  varied  in  a  similar  majiner  in 
these  three  periods.  The  poverty  {^^^^^^ 
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declined  from  22.3  in  1960  to  8.6  in  1969.  It  then  fluctuated  with  a 
veiy  slight  net  reduction  through  1979  (to  8.5  percent),  and  then  in- 
creased  steadily  to  18.4  percent  in  1983. 

.  -^[though  the  directional  trends  in  the  poverty  rates  for  children 
in  these  different  types  of  households  have  been  the  same,  two  as- 
pects of  these  changes  are  of  interest.  First,  the  relative  sizes  of  the 
changes  have  been  greater  in  male-present  families  than  in  female- 
headed  families  Poverty  among  children  in  female-headed  families 
declined  by  slightly  more  than  22  percent  in  the  1960s,  in  compari- 
son to  a  decline  of  more  than  61  percent  among  children  in  male- 

P?^^iQ7n  J  ^-  9°"y^^^®^y.'  ^•^^^  poverty  was  increasing  in  the 
late  1970s  and  early  1980s,  it  increased  by  14  percent  among  chil- 
dren in  female-headed  families  but  by  nearly  58  percent  for  chil- 
dren in  male-present  families. 

The  larger  percentage  changes  for  children  in  male-present  fami- 
lies are  related  to  the  much  lower  initial  level  of  poverty  for  these 
children  (a  5-percentage  point  increase  on  a  base  of  8.5  percent  rep- 
resents a  re  atively  greater  increase  than  a  5  percentage  point  in- 
crease on  a  48.6  percent  base  rate).  However,  it  also  means  that  the 
reduction  in  poverty  in  the  earlier  period  was  not  evenly  spread, 
nor  was  the  later  increase.  The  level  of  poverty  for  children  in 
temale-headed  families,  as  a  result,  appears  to  have  been  not  only 
niuch  higher,  but  also  more  persistent  and  stable  than  the  rate  for 
children  in  male-present  families. 

Second,  in  the  1970s,  when  poverty  was  fluctuating  among  chil- 
dren both  in  female-headed  and  male-present  families,  the  poverty 
'"v  r... type  of  family  examined  separately  was 
slightly  lower  in  1979  than  it  had  been  in  1969.  However,  the  pov- 
erty rate  for  all  children  represents  a  weighted  average  of  the  pov- 
erty rates  of  children  in  the  different  types  of  families.  (That  isVas 
the  percentage  of  children  in  female-headed  families  in  the  total 
population  increases,  their  contribution  to  the  overall  poverty  rate 
increases  Their  higher  rate  becomes  an  increasingly  important 
factor  in  determining  the  overall  rate.)  As  a  result,  overall  among 
children  the  poverty  rate  in  1979  was  16  percent  higher  than  it  had 

•  inan'J  ^^^^  (increasing  from  13.8  percent  in  1969  to  16.0  percent 
in  1375)). 

This  increase  resulted  from  the  increased  proportion  of  children 
living  in  female-headed  families.  The  numerical  relationship  be- 
tvyeen  changes  in  types  of  families  and  changes  in  the  poverty  rates 
will  be  examined  in  detail  in  a  later  section.  Nevertheless,  it  is  al- 
readyr  clear  that  the  combination  of  the  higher  poverty  rate  for 
children  in  female-headed  families  and  the  increasing  proportion  of 
such  families  can  lead  to  increasing  levels  of  child  poverty  overall 
even  when  the  actual  trend  in  the  poverty  rate  for  children  in 
either  type  of  family  is  downward. 

Different  types  of  female-headed  families 

Different  types  of  female-headed  families  have  different  rates  of 
poverty  Women  who  have  never  been  married  and  have  children 
are  least  likely  to  have  adequate  resources  to  care  for  a  family 
Widows  and  women  who  have  been  divorced  may  or  may  not  have 
resources  both  in  and  outside  of  their  household  to  draw  upon  for 
support  However,  the  nature  of  support  for  divorced  women  is  dif- 
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ferent  from  that  for  widows.  Although  both  depend  on  their  own 
earning  capacity  and  assets,  the  former  might  draw  on  child  sup- 
port and  alimony  from  their  previous  husband  whereas  the  latter 
are  more  likely  to  depend  on  survivors'  payments  of  various  sorts. 
Table  3-5  shows  the  different  poverty  rates  in  the  different  types  of 
female-headed  families.  It  shows  poverty  rates  for  female  family 
heads  who  have  been  divorced,  widowed,  or  never  married  for  the 
period  1979  to  1983.  ,       ,    .  ^ 

The  figures  support  the  hypothesis  that  children  of  never-mar- 
ried mothers  are  subject  to  the  highest  poverty  rates  In  1979  more 
than  60  percent  of  such  families  were  in  poverty,  and  by  198d,  the 
figure  was  nearly  70  percent.  Children  with  divorced  or  separated 
mothers  have  consistently  had  the  next  highest  poverty  rates,  with 
the  rates  in  such  families  ranging  from  about  37  percent  in  1979  to 
about  44  percent  in  1983.  Children  whose  father  has  died  and  who 
are  being  raised  by  the  mother  have  had  the  lowest  poverty  rates 
for  children  in  female-headed  families.  Poverty  levels  in  these  fami- 
lies ranged  from  more  than  one-fourth  in  1979  to  more  than  one- 
third  in  1983. 

TABLE  3-5  -POVERTY  RATES  FOR  FEMALE-HEADED  FAMILIES  BY  MARITAL  STATUS. 

1979-83 

Marital  status  of  female  liead 


Total  Widowed  ^S'  ^'^'"'"'^ 

1983                                 47.8  34.1  44.1  69.0 

qg 48  2  37.2  43.5  69.9 

 3  33.4  41.1  67.0 

^^^^                                43.5  30.7  40.7  65.7 

  39.7  26.3  36.8  62.7 


1980 
1979 


The  composition  of  children  according  to  the  marital  status  of 
their  parents  shows  a  dramatic  difference  between  poor  children 
and  all  children.  As  Chart  2.8  in  Chapter  II  shows,  in  1983,  al- 
though 77  percent  of  all  children  lived  in  families  with  two  par- 
ents, less  than  half  of  all  poor  children  (46  percent)  lived  in  these 
families.  In  contrast,  while  more  than  33  percent  of  all  poor  chil- 
dren lived  with  parents  who  were  separated  ^r  divorced,  only  about 
15  percent  of  all  children  did  so.  More  than  three  times  as  many 
pooV  children  (nearly  14  percent)  lived  with  a  never-married 
mother  than  was  the  case  for  all  children  (about  4  percent). 

FAMILY  COMPOSITION  OF  POOR  CHILDREN 

A  second  perspective  on  poverty  is  gained  by  examining  the  com- 
position of  the  population  of  children  who  live  ir.  poverty.  The  com- 
Bmation  of  changing  patterns  of  family  composifaon  and  relative 
differences  in  trends  in  the  incidence  of  poverty  in  families  of  dif- 
ferent types  suggests  that  the  family  characteristics  of  poor  chil- 
dren have  changed  in  recent  years. 
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Percent  of  poor  children  by  family  type 

In  1959,  only  24.1  percent  of  poor  children  were  in  female-headed 
families.  But  over  the  next  two  decades,  as  Chart  3.4  shows,  as  the 
percentage  of  children  in  the  population  who  were  in  female- 
headed  families  increased,  the  share  of  poor  children  in  such  fami- 
lies climbed  even  faster.  This  reflected  the  increasing  incidence  of 
poverty  and  numbers  of  children  in  such  families. 


From  1959  to  1969,  when  poverty  in  general  was  declining,  it  was 
declining  at  a  slower  rate  for  children  in  female-headed  families 
than  for  those  with  fathers  in  the  home.  In  combination  with  the 
increasing  proportion  of  all  children  in  female-headed  families,  this 
slower  decline  in  the  poverty  rate  of  such  children  meant  that  in- 
creasingly more  of  the  Nation's  poor  children  were  living  in 
female-headed  families.  While  the  overall  poverty  rate  was  declin- 
ing, the  percentage  of  poor  children  in  female-headed  families  in- 
creased from  24.1  percent  in  1959  to  44.7  in  1969,  a  rise  of  85  per- 
cent over  the  period. 

From  1970  to  1978,  when  the  overall  poverty  rate  for  children 
fluctuated  with  a  slight  upward  trend,  the  proportion  of  all  chil- 
dren in  femaJe-headed  families  increased  more  rapidly  than  in  the 
^^^I^^IT  ^rSPf^  j$4l!%8£^^[^      povert)^  rate  declined  more 


CHART  3. A 

Percentage  Distribution  of  Children 
in  Poverty  1959  -  1983 
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sharply  in  this  period  for  female-headed  families  than  for  male- 
present  families,  the  effect  of  the  rapid  increase  in  female-headed 
families  in  the  general  population  was  that  the  share  of  poor  chil- 
dren who  lived  in  female-headed  families  continued  to  increase 
through  much  of  the  1970s,  to  a  peak  level  of  58.3  percent  in  1978. 

Beginning  in  1979,  however,  the  components  of  the  equation 
began  to  change.  Poverty  rates  among  all  children  began  to  in- 
crease, but  the  increase  was  faster  in  male-present  families  than  in 
female-headed  families.  Children  in  these  male-present  families  in- 
cluded more  than  80  percent  of  all  children,  so  the  growth  in  their 
poverty  rates  increased  their  share  of  the  nation's  poor  children. 
The  percentage  of  poor  children  who  lived  in  female-headed  fami- 
lies began  a  sustained  decline  for  the  first  time  since  1959.  By  1983, 
the  percentage  of  poor  children  who  lived  in  female-headed  house- 
holds had  declined  to  50.3  percent,  a  drop  of  14  percent  from  1978. 
This  decline  occurred  even  though  the  percentage  of  all  children  in 
female-headed  families  continued  to  increase  during  this  period 
(See  Chart  3.2),  and  even  though  the  poverty  rate  among  children 
in  female-heavi^  i  families  was  increasing. 

Numbers  of  poor  children,  by  family  type 

The  net  result  of  the  changes  in  the  incidence  and  composition  of 
children  in  poverty  is  that  the  number  of  poor  children  in  female- 
headed  families  continued  to  increase  from  1978  to  1983,  as  it  had 
from  1959  to  1978.  Chart  3.5  provides  a  different  perspective  on  the 
issue  of  the  composition  of  children  in  poverty,  for  it  presents  the 
actual  number  of  children  in  poverty  in  the  two  types  of  house- 
holds. Over  the  period  1959  to  1983,  the  number  of  poor  children  m 
female-headed  families  increased  steadily  but  gradually,  showing 
no  response  to  trends  of  declining  poverty  overall.  The  number  of 
such  children  increased  from  4.1  million  in  1959  to  5.7  million  in 
1978,  to  6.7  million  in  1983. 
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CHART  3.5 

Composition  of  Children  in  Poverty 
According  to  Fhmily  Type:  1959  -  1983 


12000- 


2000 


Ttttl 


Malt  -  PrtttQl 


rtmalt-  Httdtd 


ltf2 


I9SS 


1)71 
Year 


tl74 


1977 


— I — 

nio 


—I 

I9IS 


However,  the  number  of  poor  children  in  male-present  families 
dominated  the  patterns  of  decreasing  poverty  from  1959  to  1969, 
decreasing  from  13.1  million  in  1959  to  5.3  million  in  1969,  a  de- 
cline of  60  percent.  The  trend  levelled  out  somewhat  over  the  next 
decade,  fluctuating  but  declining  to  4.4  million  in  1978,  a  drop  of  17 
percent.  Then  again  from  1979  to  1983,  trends  in  poverty  for  these 
male- present  families  dominated  the  general  trend  in  poverty,  as 
the  number  of  children  in  such  households  in  poverty  increased  to 
6.6  million  in  1983,  a  rise  of  25  percent  in  4  years. 

Both  the  percentage  of  children  overall  who  live  in  female- 
headed  families  and  the  percentage  of  poor  children  in  such  fami- 
lies slightly  more  than  doubled  from  1959  to  1983.  In  fact,  the  in- 
crease for  all  children  in  female-headed  families  was  slightly  great- 
er, at  119  percent,  compared  to  an  increase  of  109  percent  for  poor 
children  in  female-headed  families. 

This  review  of  the  data  shows  that  during  the  24  years,  1959  to 
1983,  the  feminization  of  households  was  associated  with  increasing 
numbers  of  poor  children,  even  though  the  poverty  rate  for  chil- 
dren in  female-headed  families  had  declined  somewhat.  The  differ- 
ent trends  during  this  period  may  indicate  that  changes  in  poverty 
rales  in  other  families  have  a  greater  effect  on  trends  in  the  over- 
all poverty  rate  among  children  than  have  trends  in  poverty  rates 
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in  female-headed  families.  This  issue  is  more  precisely  explored 
dter  the  next  section. 

Demographic  Trends  and  Poverty  Rates:  Race 

RACE  AND  POVERTY  AMONG  CHILDREN 

Race  is  a  second  demographic  characteristic  that  is  closely  relat- 
ed to  poverty;  the  incidence  of  child  poverty  in  all  types  of  house- 
holds is  higher  for  blacks  and  Hispanics  than  it  is  for  whites.  In 
1983,  rates  among  black  children  were  nearly  three  times  higher 
than  among  white  children,  at  46.3  and  16.9  percent  respectively. 
However,  rates  among  black  children  had  been  more  than  four 
times  higher  than  among  whites,  a  decade  earlier.  As  poverty  rates 
among  white  children  have  increased  faster  than  among  black  chil- 
dren since  the  early  1970s,  the  difference  between  the  two  has  nar- 
rowed. 

Trends  in  poverty  rates 

Although  the  levels  are  sharply  different,  the  trends  in  poverty 
rates  among  black  and  white  children  were  similar.  As  shown  in 
Chart  3.6a,  poverty  rates  among  white  children  declined  from  20.6 
percent  in  1959  to  a  lov/  of  9.7  percent  in  1969;  from  that  time  they 
fluctuated  until  they  began  to  increase  again  to  16.9  percent  in 
1983.  Among  black  children,  the  rates  declined  from  48.1  percent  of 
black  children  in  poverty  in  1959  to  the  low  of  39.6  percent  m  1969. 
Ailer  a  period  of  fluctuation  that  rate  also  increased  again,  to  46.3 
percent  in  1983. 

For  Hispanic  children,  data  are  available  to  chart  poverty  trends  ^ 
only  smce  1973.  For  6  years,  from  1973  to  1979,  the  rate  fluctuated 
so  that  21  to  26  percent  of  Hispanic  children  were  poor.  Thereafter, 
the  rate  increased  steadily,  reaching  37.8  percent  by  1983. 
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Pbverty  Rates  for  Related  Children 
by  Race  and  Ethnicity  :  19.59  -  1983 
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Poverty  Rates  for  Related  Children 
by  Race  and  Fkmily  Type:  1959  -  1983 
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Race  and  family  type 

Chart  3.6b  also  shows  that  poverty  in  the  different  family  types 
varies  consistently  by  race.  Black  or  Hispanic  children  in  female- 
headed  families  are  much  more  likely  to  be  poor  than  are  white 
chUdren  m  such  families.  The  same  is  true  of  the  different  race 
groups  for  male-present  families,  but  the  difference  here  is  not  so 
crrea^ 

Chart  3.6b  shows  another  unexpected  effect  from  disa^^ating 
poverty  rates  by  family  type.  Overall,  black  children  have  higher 
poverty  rates  than  Hispanic  children.  However,  when  these  data 
are  broken  down  by  family  type,  it  is  clear  that  Hispanic  children 
in  either  female-headed  families  or  male-present  famines  have 
often  had  higher  or  equivalent  rates  of  povertv  (during  the  penod 
observed)  than  have  black  children  in  either  of  these  .types  of  fami- 
lies. The  lower  rate  of  overall  poverty  among  Hispanic  chUdren  re- 
sults from  a  relatively  lower  proportion  of  Hispanic  children  m 
female-headed  families.  ,  .        .  v       -  ^ 

The  combined  effects  of  race  and  family  type  are  shown  in  Chart 
3.7,  which  gives  the  ratio  of  the  poverty  rates  for  cluldren  m 
female-headed  families  to  the  rates  for  children  in  male-present 
families,  by  race.  This  ratio  can  be  increased  in  either  of  two  ways. 
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First,  if  the  poverty  rate  in  female-headed  families  rises  more  than 
the  rate  in  male-present  families,  the  ratio  will  mcrease.  Alterna- 
tively, if  the  incidence  of  poverty  declines  in  male-present  families 
relatively  more  than  female-headed  families,  the  ratio  will  rise. 
Thus,  m  1983,  a  white  child  living  in  a  female-headed  family  was 
more  than  4  times  as  likely  to  be  poor  as  one  living  in  a  male- 
present  family.  The  ratio  had  been  higher— white  children  in 
temale-headed  families  were  up  to  7  tunes  as  likely  to  be  in  poverty 
as  those  m  male-present  families— when  poverty  rates  among  male- 
present  families  were  lowest  m  the  1970s.  For  a  black  child,  howev- 
er, living  in  a  female-headed  family  meant  being  nearly  three 
tim^  as  likely  to  be  poor.  Hispanic  children  living  in  female- 
headed  families  were  more  than  2.5  tunes  as  likely  to  be  poor  as 
Hispanic  children  in  male-present  families.  The  lower  ratio  in 
black  and  Hispanic  ^amilies  has  been  consistent  over  the  period 
being  analyzed  and  results  from  the  higher  poverty  rates  among 
male-present  families  in  these  groups. 
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CHAXT  3.7 

Ratio  of  Poverty  Rates  in  Female  -  Headed  Runilies  with  Children 
to  Male  Present  Families  with  Children 
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Composition  of  children  in  poverty  by  race  and  family  type 

As  a  result  of  the  combined  effects  of  family  type  and  race,  the 
composition  of  poor  children  varies  by  race,  as  Chart  3.8  shows. 
Whereas  among  poor  white  children,  in  1983,  39.7  percent  lived  in 
female-headed  families,  among  poor  black  children  that  figure  was 
74.8  percent.  For  Hispanic  cfildren,  45.4  percent  of  poor  children 
live  in  female-headed  families.  The  relatively  higher  proportion  of 
children  in  female  headed  families  in  black  families  has  been  con- 
sistent over  the  period  observed. 


CHAKT  3.8 

Composition  of  Children  in  Poverty 
by  Race :  1983 
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The  number  of  poor  children  in  the  different  race  and  family 
type  groups  is  presented  in  Chart  3.9.  This  chart  shows  that  as  the 
total  number  of  children  in  poverty  has  varied  over  time,  different 
groups  have  contributed  to  the  changes.  As  poverty  among  children 
declined  in  the  1960s,  it  was  white  children  in  male-present  fami- 
lies who  experienced  the  most  substantial  reduction  in  numbers. 
There  was  a  smaller  decline  in  the  number  of  black  children  in 
male-present  families.  Among  female-headed  families  of  either 
race,  the  number  of  children  in  poverty  did  not  decline  in  this 
period;  in  fact,  among  white  female-headed  families,  the  number 
increased  slightly. 


CHART  3.9 


Composition  oi  Child  Poverty  Population 
According  to  Family  Type  and  Race:  1966  -  1983 
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Since  the  late  1960s,  changes  in  the  number  of  chidlren  in  pover- 
ty  have  been  affected  by  two  different  trends.  In  general,  the 
number  of  poor  children  in  female-headed  families  of  either  race 
has  increased  gradually  but  steadily.  The  total  number  of  poor  chil- 
dren, however,  fluctuated  through  the  1970s  before  it  increased 
from  1979  to  1983.  These  dominant  trends  resulted  from  changes  in 
the  number  of  poor  children  in  white,  male-present  families.  Over 
this  period,  the  number  of  poor  children  in  black,  male-present 
famihes  held  fairly  constant  so  that  they  had  little  effect  on 
changes  in  the  number  cf  children  in  poverty. 

d  Composition  of  children  by  race  and  marital  status  of  parents 

The  composition  of  children  by  the  marital  status  of  their  par- 
ents also  differs  substantially  by  race.  Black  children,  as  was 
shown  above,  are  much  more  likely  to  be  in  a  female-headed  family 
than  are  white  children.  This  is  the  case  for  all  three  marital  sta- 
— .  tuses,  but  the  difference  by  race  is  particularly  dramatic  for  chil- 
dren with  never-married  mothers.  As  Chart  3.10  shows,  black  chil- 
dren in  general  are  nearly  twelve  times  as  likely  to  live  in  families 
with  never-married  mothers  as  are  white  children  (16.4  percent 
and  1.4  percent  respectively).  Black  children  are  dso  nearly  two 
and  one-half  times  as  likely  to  live  with  a  divorced  or  separated 
parent  as  are  white  children  (26.8  percent  and  10.6  percent,  respec- 
tively). The  differences  between  the  two  race  groups  diminish  when 
only  poor  children  are  compared,  but  there  is  still  a  substantial  dif- 
ference, particularly  with  respect  to  never-married  mothers.  Poor 
black  chUdren  are  4.3  times  as  likely  to  live  with  never-married 
mothers  as  are  poor  white  children  (28  percent  and  6.6  percent,  re- 
spectively). 
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CHAKT  3.10 


Share  of  All  Children  living  in 
a  Female-Headed  Fhmily  by  Marital  Status  of  Mother  and  Race-  1983 
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Demographic  Trends  and  Poverty  Rates:  Family  Size 
issues  of  family  size 

Family  size  is  another  aspect  of  family  composition  that  is  direct- 
ly related  to  the  number  of  children  in  poverty.  It  affects  the  pov- 
erty status  of  children  in  two  respects.  First,  the  number  of  persons 
m  a  family  affects  its  level  of  need;  the  official  measure  of  poverty 
acknowledges  that  larger  families  need  more  money.  On  a  purely 
statistical  basis,  one  might  expect  that  a  higher  proportion  of  fami- 
lies with  more  children  would  be  living  in  poverty,  simply  for  this 
reason.  Consider  two  families  earning  the  same  income.  The  family 
with  more  children  is  more  likely  to  be  in  poverty,  because  its  pov- 
erty threshold  is  higher  than  that  for  the  small  family  with  fewer 
children. 

Second,  a  poor  family  with  more  children  contributes  more  to  the 
count  of  children  in  poverty  than  does  a  poor  family  with  fewer 
children.  Each  family  adds  only  one  unit  to  the  count  of  families  in 
poverty,  but  larger  families  add  more  to  the  count  of  persons  or 
children  than  small  families.  Thus,  if  larger  families  are  somewhat 
more  likely  to  fall  into  poverty,  they  also  wUl  contribute  dispropor- 
tionately to  the  poverty  rate  among  children. 

FAMILY  SIZE  AND  POVERTY  AMONG  CHILDREN 

Table  3-6  shows  that  in  1983  over  half  of  families  with  five  or 
more  children  were  poor.  This  was  nearly  four  times  higher  than 
the  rate  among  families  with  only  one  or  two  children,  of  which 
just  under  15  percent  were  poor.  (Note  that  this  is  the  rate  for  fam- 
ilies, not  children  in  families.)  This  general  relationship  has  held 
over  the  last  25  years,  with  the  incidence  of  poverty  among  the 
larger  families  ranging  from  slightly  over  three  to  four  times 
higher  than  among  smaller  families.  Over  the  period  1969  to  1983, 
the  poverty  rate  among  families  with  five  or  more  children  more 
than  doubled,  while  the  rate  among  families  with  one  or  two  chil- 
dren increased  by  slightly  more  than  80  percent. 
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TABLE  3-6.-P0VERTY  RATES  FOR  FAMIUES  BY  SIZE:  1959-83 

v«.  Families  with  1  Of    Faini«with3or  ^jSw" 


1959.. 
1969.. 
1970.. 
1971.. 
1972.. 
1973.. 
1974.. 
1975.. 
1976.. 
1977.. 
1978., 
1979.. 
1980.. 
1981. 
1982. 
1983. 


14.2 

24.5 

53.0 

7.9 

12.4 

27.5 

8.6 

13.4 

AA  A 

2S.9 

9.1 

14.2 

AA  ■* 

30.7 

8.8 

14.7 

30.3 

8.6 

14.5 

29.5 

9.5 

15.9 

32.7 

10.2 

17.1 

37.8 

10.2 

17.1 

34.9 

iO.2 

17.9 

36.1 

10.3 

17.8 

37.3 

9.6 

19.5 

38.9 

12.0 

21.5 

43.5 

12.6 

24.8 

48.2 

14.2 

26.9 

53.1 

14.5 

27.6 

55.8 

As  the  size  of  families  in  general  has  declined  over  this  penod, 
the  effect  of  the  higher  pover^  rates  for  larger  families  on  the 
overadl  poverty  rate  among  families  has  declined  This  effect  can  be 
seen  by  examining  the  composition  of  poor  families  according  to 
the  number  of  children  in  the  family,  shown  in  Table  3-7.  Whe^ 
in  1959,  over  20  percent  of  all  poor  families  with  children  had  five 
or  more  children,  by  1983  that  figure  had  declined  to  fewer  than  7 
percent.  Over  this  period,  the  percentage  of  poor  famihes  mth 
three  or  four  children  fluctuated  between  29.8  and  34.1  percent,  but 
there  has  not  been  a  consistent  trend.  The  percentage  of  poor  fami- 
lies with  only  one  or  two  children,  however,  has  increased  fmrly 
steadily  fit)m  about  45  percent  in  1959  to  nearly  65  percent  in  1983. 
'fhus  despite  the  higher  poverty  rates  among  larger  famihes,  m- 
creasin^y  more  poor  families  are  of  smaller  size.  However,  as  the 
incidence  of  poverty  in  larger  families  has  increased  faster  than 
among  smaller  families,  even  though  they  represent  a  d^hning 
share  of  all  poor  families,  they  continue  to  have  a  lai^e  effect  on 
the  overall  poverty  rate. 
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TABLE  3-7.~COMPOSinON  OF  POOR  FAMIUES  BY  NUMBER  OF  REIATEO  CHILDREN  UNDER  18,  SELECTED  YEARS:  1959-83 


Ytar  Total  poor      Poorfamiries     Poor  famlF^es 

famites      witfxxrt  children    with  cftiklTen 


FamiFies  with 
1-2  children 

Fatnieswiti) 
3-4ctiildren 

Percent 

Ftinfe  wtfi  5 
phis  diildRfl 

Ptfttflt 

2,458 

45.2 

1,854 

34.1 

1,131 

20.8 

2,118 

42.4 

1,724 

34.5 

1,149 

23  0 

1,590 

44.3 

1,137 

31.7 

859 

24.0 

1,465 

43.8 

1,119 

33.4 

763 

22.8 

1,514 

46.9 

1,051 

32.6 

661 

205 

1,662 

47.6 

1,121 

32.1 

711 

20.4 

1,845 

50.1 

1,175 

31.9 

663 

18.0 

1,818 

50.2 

1,181 

32.6 

620 

17.1 

2,263 

54.2 

1,309 

31.4 

599 

14.4 

2,385 

58.4 

1,321 

32.4 

374 

3,038 

63.0 

1,415 

29.3 

369 

7.7  2S 

3,187 

61.4 

1,610 

31.0 

394 

7.6 

3,583 

62.7 

1,711 

30.0 

418 

7.3 

3,723 

63.7 

1,741 

29.8 

385 

6.6 

1959    8,320  2.877  5,443 

J  963   7,554  2,563  4,991 

1967   5,667  2,081  3,586 

1968   5,047  1,700  3,347 

1969   5,005  1,779  3,226 

1970   5,260  1,769  3,491 

1971   5,303  1,621  3,682 

1972   5,075  1,454  3,621 

1975   5,450  1,278  4,172 

1979    5,461  1,380  4.081 

1980   6,217  1,395  4,822 

1981   6,851  1,660  5,191 

1982   7,512  1,800  5,712 

1983    7,641  1,792  5,849 
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What  Are  the  Combined  Effects  of  These  Demographic  Trends? 

That  children  in  families  of  different  types  have  different  tenden- 
cies to  be  poor  has  been  documsnted  in  the  preceding  sections.  The 
demographic  trends  addressed  were  race,  family  type,  and  size  of 
family.  Combining  these  factors  provides  greater  insights  into  the 
types  of  children  who  are  most  likely  to  be  poor.  To  synthesize  the 
information  from  the  preceding  sections.  Chart  3.11  shows  the 
characteristics  of  all  children  as  well  as  poverty  rates  for  children 
and  composition  of  poor  children  according  to  characteristics  of 
their  famUies,  for  selected  years  from  1970  through  1983.'^ 

Each  cell  in  the  chart  provides  three  pieces  of  information  about 
that  category  of  family.  The  first  figure  in  each  "cell"  is  the  per- 
centage of  all  children  who  are  in  that  category;  the  second  fiffare 
is  the  percentage  of  sdl  poor  children  who  fall  in  that  category;  the 
third  figure  is  the  poverty  rate  among  children  in  that  category. 
For  example,  in  1974,  the  figure  shows  that  4.6  percent  of  all  chil- 
dren were  in  white,  female-headed  families  with  three  or  more  chil- 
dren. About  16  percent  of  all  poor  children  were  in  such  families. 
The  poverty  rate  in  these  families  was  54.0  percent. 

The  individual  trends  of  increasing  prevalence  of  both  female- 
headed  families  and  small  families  can  be  seen  by  examining  the 
pei'centages  of  all  children  in  these  families.  Children  in  large  fam- 
ilies formed  an  mcreasingly  small  share  of  the  children  in  the  pop- 
ulation, overall,  both  in  female-headed  and  male-present  families, 
and  in  both  race  categories  (blacks  and  other  races  were  combined 
in  this  chart  because  the  level  of  disaggregation  does  not  permit  a 
separate  examination  of  other  races).  Also,  among  both  whites  and 
non-whites,  the  percentage  of  children  in  female-headed  families 
increased  steadily. 


» Th«  concept  for  thia  data  pr««enUtion  u  drawn  from  Dtnziger,  Sheldon  ChUdren  inPover- 
ty:  Th«  Truly  Needy  Who  Fafi  Thnyogh  the  Safety  Net  IniUtute  for  Research  on  Poverty  Di»» 
cuinon  Papem  Umveriity  of  Wixonim-Maditon.  November  1S81. 


CHART  3,11,  Distribution  of  Children  and  Incidence  of  Poverty 
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CHART  3.11.(Contin\»d).    Distribution  of  Children  and  Xncia«no4i  of  Poverty 
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Over  this  penod,  poverty  rates  for  different  groups  have  not 
always  changed  m  the  same  directions.  As  shown,  the  poverty  rate 
for  children  in  larger  families  has  increased,  in  both  family  types 
and  in  both  races.  For  example,  the  poverty  among  white,  female- 
headed  families  with  three  or  more  children  was  increased  from 
nearly  56  percent  in  1970  to  over  68  percent  in  1983.  In  contrast,  in 
most  cases  the  poverty  rate  in  smaller  families  showed  a  downward 
trend  m  the  1970s,  followed  by  an  upward  trend  in  the  1980s.  Since 
children  m  smaller  families  have  consistently  increased  as  a  share 
of  all  children,  their  fluctuating  poverty  rates  have  had  an  increas- 
ing effect  on  the  overall  poverty  rate,  which  also  fluctuated  over 
the  last  decade.  The  poverty  rates  for  children  in  female-headed 
famUies  of  either  size  category  are  higher  than  those  among  male- 
present  families  of  either  size.  Thus,  for  either,  race,  the  poverty 
rate  for  children  among  female-headed  famUies  with  one  or  two 
children  (in  1983,  37.0  and  62.9  among  whites  and  non-whites,  re- 
spectively) >yas  higher  than  that  among  children  in  male-present 
famUies  with  3  or  more  children  (in  1983,  19.3  and  33.9  among 
whites  and  non-whites,  respectively). 

The  differential  poverty  rates  and  composition  of  children  in  the 
population  combme  to  cause  the  composition  of  children  in  poverty 
to  be  quite  different  from  that  of  children  overall.  The  percentage 
of  children  in  poverty  show  that  non white  children,  children  in 
female-headed  families,  and  children  in  large  families  are  repre- 
sented to  a  greater  extent  among  poor  children  than  they  are 
among  children  in  general.  The  exceptions  to  these  generalizations 
are  also  notable;  white  children  in  larger  male-present  families  and 
Ron-white  children  in  small,  male-present  families  both  form  a 
smaller  share  of  the  poor  population  than  ihev  do  of  children  m 
general  These  exceptions  are  consistent  over  all  years  observed.  As 
of  1983,  children  in  smaller,  female-headed,  families  are  about  70 
Percent  more  common  in  the  poor  population  than  they  are  in  gen- 
eral (13  6  percent  of  all  poor  children  in  comparison  to  8.0  percent 
of  all  children).  In  larger  famUies,  however,  they  are  more  than 
tlu-ee  times  more  common  in  the  poor  population  (11.6  percent  vs. 
3  7  percent).  Among  non-white  children  the  effect  of  family  size  op- 
erates m  the  same  manner,  but  these  children  have  the  added  ef- 
fects  of  race:  those  in  smaller,  female-headed  families  are  more 
than  twice  as  common  in  the  poor  population  as  in  general  (9.6  per- 
cent vs  3  9  percent)  and  those  in  larger,  female-headed  families  are 
nearly  four  times  more  common  among  poor  children  (15.6  percent 
vs  4.1  percent).  Even  with  a  male  present  m  the  family,  non-white 
children  m  larger  families  have  an  added  disadvant^e,  for  they 
are  54  percent  more  common  among  poor  children  than  in  general 
(7.8  percent  vs.  6.0  percent). 

Even  though  children  in  families  with  a  male  present  are  less 
common  among  poor  children  than  among  all  children,  their  share 
of  all  poor  children  has  increased  since  1979.  This  results  from 
their  being  such  a  high  proportion  of  all  children  and  the  increas- 
ing poverty  rates  for  this  group.  This  chart  shows  that  the  increas- 
ing share  occurred  among  children  in  both  large  and  small  fami- 
lies, but  that  it  was  greater  among  small  famUies.  For  example,  the 
percentage  of  poor  children  who  are  white  and  in  smaller  male- 
present  families  increased  from  11.6  percent  in  1979  to  16,1  percent 
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in  1983.  Those  in  the  larger  families  increased  to  a  lesser  extent, 
from  21.3  to  23.2  percent  of  all  poor  children. 

What  Would  Child  Poverty  Rates  Have  Been  if  Family 
CoMPosmoN  Had  Not  Changed? 

If  family  composition  had  remained  as  it  was  in  the  beginning  of 
the  period  being  analyzed,  with  current  poverty  rates  for  different 
types  of  familes,  the  overall  poverty  rate  would  be  lower.  This  is 
the  result  of  increases  in  the  relative  frequency  of  female-headed 
families  which  are  more  prone  to  poverty.  Chart  3.12  shows  the 
computation  of  hypothetical  poverty  rates  over  the  period  1959  to 
1983  if  family  types  had  remained  constant  since  1959,  but  poverty 
rates  in  each  year  had  changed  as  they  did. 

CODtl  3.12 

Estimated  Child  Poverty  Rate  Assuming 
Fhmily  Composition, Had  Not  Changed 
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There  are  two  points  to  note  about  this  chart.  First,  it  clearly 
shows  that  poverty  rates  would  have  been  lower  among  children 
overall  if  changes  in  family  composition  had  not  occurred  over  the 
last  25  years.  The  data  show  that  in  1983  the  poverty  rate  among 
children  would  have  been  16.9  percent,  or  22  percent  lower  than 
the  actual  rate  of  21.7  percent  if  only  the  same  proportion  of  fami- 
lies in  each  race  group  were  headed  by  females  as  was  the  case  in 
1959. 
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The  second  point  to  note  is  that  the  effects  of  household  composi- 
tion changes  have  not  been  constant,  but  have  interacted  with  rela- 
tive chjwiges  in  the  poverty  rates  among  different  types  of  house- 
hol(te  That  IS,  even  though  the  proportion  of  children  in  female- 
hraded  families  has  increased  steadily  during  this  period,  the  gap 
between  the  actual  poverty  rates  and  those  calculated  assuming  no 
changes  m  family  composition  has  not  continued  to  grow.  To  the 
contrary,  when  poverty  rates  in  general  were  declining  or  fluctuat- 
mg,  from  1959  through  the  late  19708,  the  declines  were  relatively 
greater  wnon^  children  in  male-present  families.  Therefore,  the  ef- 
fects of  changing  family  composition  were  emphasized  as  more  chil- 
dren lived  m  female-headed  families  and  their  poverty  rates  re- 
mamed  relatively  higher.  The  gap  reached  its  highest  point  in 
1978,  when  poverty  rates  were  26  percent  higher  than  the  hypo- 
thetical rate  calculated.  But  when  poverty  rates  were  increasmg 
overall,  they  were  increasing  at  a  faster  rate  among  male-present 
families,  from  the  late  1970s  to  1983.  This  diminished  the  cumulat- 
mg  effects  of  increasing  shares  of  children  living  in  female-headed 
families,  and  the  gap  between  the  actual  rates  and  the  hypothetical 
rates  shown  here  b^an  to  shrink.  Thus,  the  gap  between  these  fig- 
ures was  greatest  in  the  late  1970s  when  poverty  rates  among  chfl- 
dren  m  male-present  families  had  declined  the  most  relative  to 
those  among  children  in  female-headed  families. 

P^i^ij^^'^P^^^^*  assumptions  in  Ihis  kind  of  analysis,  the  re- 
sults should  be  mterpreted  vnth  caution.®  Not  all  the  difference  be- 
tween  the  observed  and  the  hypothetical  poverty  rates  can  be  at- 
tnbuted  to  simple  changes  in  family  composition,  for  that  interpre- 
tation assumes  that  poverty  is  directly  associated  with  family  type 
and  not  with  other  economic  factors  operating  on  the  incomes  of 
specific  families.  It  could  be,  however,  that  the  increased  numbers 
of  female-headed  families  observed  in  recent  decades  came  Ifrom 
family  situations  in  which  they  were  more  likely  to  be  poor.  In  this 
case,  many  of  them  would  have  been  poor  whether  or  not  they  had 
made  the  transition  to  a  female-headed  family.  If  they  had  re- 
mained m  a  male-present  family,  that  family  would  have  been 
poor,  raismg  the  rate  for  such  families  and  leaving  the  overall  pov- 
erty rate  about  as  observed. 

JBane  distinguishes  between  two  types  of  composition-related  pov- 
erty. The  first  is  poverty  in  female-headed  families  that  became 
poor  as  a  result  of  changes  in  income  or  need  at  the  time  the 
family  was  established.  The  second  is  poverty  showing  up  in 
female-h^ded  families  that  were  poor  before  they  established  the 
new  family  or  might  have  been  poor  in  any  case  because  of  person- 
al income  loss.  Controlling  for  changes  in  family  type,  as  in  the 
preceding  paragraphs,  does  not  distmguish  between  the  two;  as 
such,  these  controlled''  rates  should  be  interpreted  carefully. 

Income  Deficit  and  Family  Type 

The  effects  of  poverty  m  the  population  can  be  measured  not 
only  by  the  incidence  of  poverty  of  different  groups  but  also  by  the 

Tnp''r^/^^i^%^^*^*°°  "l^f*^,f^??°  Jo  Household  CompoaiUon  and  Poverty. 

mP  Conferwcel>aDer  prewntod  at  WUliamtburg,  VA.  Dec.  6-8.  1984.  Umv««ty  ofWi«»njm: 
MadiBon.  See  also  Chapter  II  of  this  report  «w*«u* 
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severity  of  their  poverty.  One  measure  of  that  severity  is  the 
"income  deficit,"  or  the  additional  income  that  would  be  required 
to  bring  a  family  up  to  the  poverty  level.  The  aggregate  income  def- 
icit is  the  sum  of  all  individual  family  income  deficits.  Table  3-8 
shows  the  aggregate  and  per  capita  income  deficits  for  different 
types  of  families.  The  total  aggregate  deficit  is  the  sum  of  the  ag- 
gregate deficits  for  all  poor  families  and  for  poor  unrelated  individ- 
uals; in  1983  that  figure  was  $47.1  billion,  using  total  cash  income 
and  the  official  poverty  measure  to  determine  the  figure.  The  Bg- 
gregate  deficit  for  families  with  children  was  $26.9  biUion  or  57 
percent  of  the  total  deficit.  Although  poor  children  in  female- 
headed  families  were  50.3  percent  of  all  poor  children,  their  aggre- 
gate income  deficit  was  55.4  percent  of  the  total  deficit  for  poor 
families  with  children.  The  differential  in  poor  black  families  is 
greater  than  in  poor  white  families;  45  percent  of  the  total  deficit 
among  white  families  with  children  is  among  those  that  are 
female-headed,  in  comparison  to  78  percent  of  the  deficit  among 
black  families  with  children.  This  aggregate  differential  is  some- 
what misleading^  however,  because  the  number  of  families  vary 
greatly  among  the  different  race  and  sex  of  householder  groups. 
The  size  of  the  group  directly  affects  the  size  of  the  aggregate  defi- 
cit. 

Another  way  of  looking  at  the  deficit  is  the  per  capita  deficit. 
This  is  the  aggregate  deficit  divided  by  the  total  number  of  persons 
who  are  included  in  the  poor  families  in  the  category.  Using  the 
official  poverty  measure  and  total  income,  the  per  capita  deficit  for 
all  poor  families  with  children  m  1983  was  $1,103.  That  figure 
varied  considerably  among  families  of  different  types,  however. 
Among  all  female-headed  families,  the  per  capita  deficit  was 
higher,  at  $1,297.  This  figure  did  not  vary  substantially  between 
white  and  black  female-headed  families.  The  per  capita  deficit  of 
female-headed  families  was  more  than  39  percent  higher  than  that 
of  male-present  families,  $931.  Race  does  not  appear  to  be  related 
to  the  level  of  the  per  capita  deficit  among  male-present  famili«^, 
either. 
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TABLE  3-8.-AG6REGATE  AND  PER  CAPITA  INCOME  DEFICIT  FOR  FAMIUES  WITH 
CHILDREN  BY  RACE  AND  FAMILY  TYPE,  1983 

  Income  nrniit  by  raci 


Mi6\mm«aijif&it!ift(iffwmsm    Pre-trarefef  ineonw  deficit     Totil  incom  deficit:  official 

 powfty  imuun 

 ^  ^     Total     WMt.  Hack 


Aggregate  deficit  (billions): 

Mfamilies^    $46.4  $28.8  $15.5  $26.9  $16.8  $9.0 

Female-headed  families   26.2  13.4  120  149  75  70 

Malei)resent families   20.2  15.3  3.5  12.0  93  20 

Per  capita  deficit: 

£L!f 'l!fi;:;v-T ^11  1-485  1.827  1.103  1,071  1.182 

Femate-headed  families   2,008  1,984  2,036  1,297  1,308  1  293 

MateHKesent  families   1,261  1,216  1,348  931  934  906 


The  differential  between  male-present  and  female-headed  fami- 
lies with  children  would  be  greater  if  social  insurance  and  welfare 
income  were  not  included  in  the  measure  of  a  family's  income  in 
the  calculation  of  the  income  deficit,  of  if  pre-transfer  income 
(market  income)  were  used  to  calculate  the  deficit.  As  Chart  3 13 
shows,  the  per  capita  deficit  among  female-headed  families  was 
shghtb'  more  than  $2,000  before  all  transfer  income.  This  figure 
was  59  percent  higher  than  the  corresponding  measure  for  male- 
present  famUies,  just  over  $1,250.  This  greater  differential  in  the 
pre-transfer  per  capita  deficit  reflects  the  effects  of  the  eligibility 
nilM  for  different  income  transfer  programs,  under  which  families 
with  a  male  present  are,  in  general,  much  less  likely  to  be  eligible. 
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Comparisoii  of  Pre-li-ansfer  Income  Deficit 
with  Official  Income  Deficit  for  Children 
on  a  Per  Capita  Basis:  1983 
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Teenage  Fertility  and  Poverty 

(Ranging  patterns  of  childbearing  and  chUdrearing  among  the 
Nation  s  youth  raise  the  question  of  whether  teenage  fertUity  and 
births  out  of  wedlock  might  be  responsible  for  a  significant  portion 
of  the  higher  poverty  among  children.  If  the  birth  rate  among  teen- 
agers is  mcreasmg  or  the  proportion  of  births  out  of  wedlock  is  in- 
creasing (or  both),  then  to  the  extent  that  these  factors  are  associ- 
ated with  higher  levels  of  poverty,  the  concern  is  that  they  may  be 
contributing  to  overall  increasing  levels  of  poverty.  The  issue  can 
be  examined  through  four  questions:  1)  What  has  been  the  trend  in 
birth  rates  among  teenagers  in  recent  years?  2)  What  have  been 
the  trends  m  births  to  teenagers  in  and  out  of  wedlock?  3)  How  are 
these  trends  related  to  the  level  of  poverty?  and  4)  How  are  these 
trends  related  to  changes  in  the  poverty  rate? 

TEENAGE  BIRTH  RATES 

Overall,  trends  in  the  birth  rates  to  teenagers  have  followed  the 
s^e  trends  as  in  the  population  at  large  in  recent  years.  Since 
ISJfoO,  birth  rates  to  women  aged  15  to  19  have  declined.  As  Table 
3-9  shows,  m  1960  the  birth  rate  for  white  women  in  this  age  group 
was  79.4  (births  per  1,000  women  in  the  age  group).  By  1970  that 
had  declmed  to  57.4,  and  by  1982,  the  latest  year  for  which  data 
are  available,  the  rate  was  44.6,  a  decline  of  44  percent  since  1960 
Data  for  black  women  are  not  available  prior  to  1964,  but  birth 
?0M     J  decUned  from  147.6  in  1964  to  97.0  in 

a  decline  of  34  percent  over  the  same  period  when  births  to 
white  teenagers  declmed  by  30  percent.  Birth  rates  in  this  age 
group,  however,  m  the  black  population  remain  more  than  twice  as 
high  as  m  the  white  population. 

Birth  rates  among  18-19  year  olds  are  substantially  higher  than 
among  15-17  year  olds,  for  both  races.  However,  among  these  older 
adolMcents,  the  decline  in  birth  rates  since  the  late  1960s  has  been 
much  steeper  than  among  the  younger  women.  For  white  women 
18-19,  the  decline  from  1966  to  1982  was  34.6  percent  compared  to 
5  percent  among  women  15-17;  for  black  women,  the  declines  were 
39.2  and  27.3  percent  respectively. 
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TABLE  3-9.-BIRTH  RATES  TO  WOMEN  AGES  15  TO  19,  1960  TO  1981 


Birth  rate' 


„  AllwomenlSto  15tol7  18  to  19 
Year  jg     


WhHe  Black 


White     Biad     White  Black 


1960   79.4. 

1961   79.2. 

1962   73.2. 

1963    68.2. 

1964   63.4 

1965   60.6 

1966   60.4 

1967   56.9 

1968   54.9 

1969   54.7 

1970   57.4 

1971   53.6 

1972    51.0 

1973    49.0 

1974   47.9 

1975   46.4 

1976   44.1 

1977   44.1 

1978    42.9 

1979   43.7 

1980   44.7 

1981   44.6 

1982   44.6 


\AAR   

142.7 

26.6 

97.9 

108.2 

219.2 

141.8 

25.7 

99.5 

104.0 

213.4 

138.7 

25.6 

98.2 

100.5 

206.1 

137.0 

26.4 

96.9 

99.2 

202.5 

147.7 

29.2 

101.4 

101.5 

204.9 

134.5 

28.5 

99.4 

92.3 

192.6 

129.8 

29.3 

99.5 

84.3 

179.5 

123.1 

29.2 

96.0 

79.3 

166.6 

116.5 

28.7 

90.0 

77.3 

158.7 

111.8 

28.0 

85.6 

74.0 

152.4 

104.9 

26.3 

80.3 

70.2 

142.5 

104.7 

26.1 

79.6 

70.5 

142.9 

100.9 

24.9- 

75.0 

69.4 

139.7 

101.7 

24.7 

75.7 

71.0 

140.4 

100.0 

25.2 

73.6 

72.1 

138.8 

97.1 

25.1 

70.6 

71.9 

135.9 

97.0 

25.2 

71.2 

70.8 

133.3 

1  Births  per  1,000  women  in  the  age  group. 

Sources;  U.S.  National  Center  fof  Health  Statistics.  Vital  Statistics  of  the  United  Stales  1979'  Natality  Table 
1-6  U  S  National  Center  fof  Health  Statistics.  Monthly  Vital  Statistics  Report.  Advance  Report  of  Rnal  Natality 
Statistics,  1982.  Table  4. 

TEENAGE  BIRTHS  IN  AND  OUT  OP  WEDLOCK 

At  the  same  time  that  birth  rates  overall  for  15  to  19  year  olds 
have  been  declining,  both  the  number  and  rate  of  births  out  of 
wedlock  (births  per  1,000  unmarried  women)  has  been  mcre^ing. 
This  apparent  contradiction  is  not  one.  The  classification  of  a  birth 
as  in  or  out  of  wedlock  depends  on  the  marital  status  of  the  mother 
at  the  time  of  birth,  not  at  the  time  of  conception.  The  rate  of 
births  out  of  wedlock,  then,  depends  not  only  on  the  rate  of  concep- 
tion out  of  wedlock  but  also  on  the  proportion  of  women  who  con- 
ceive out  of  wedlock  who  marry  before  giving  birth.  Data  on  these 
issues  are  not  available  on  an  annual  basis,  but  some  mtormation 
is  available  from  special  surveys  and  analyses.  ,^^o  j 

Table  3-10  shows  that  between  the  two  periods  1959-1962  and 
1975-1978,  out  of  all  births  to  women  aged  15  to  17  or  18  to  19,  the 
proportion  of  births  resulting  from  premarital  conceptions  in- 
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^^^^^  substantially.  Whereas  among  white  women  aged  15  to  17 
in  1959-1962,  over  45  percent  of  all  births  had  been  conceived  pre- 
maritally,  by  1975-1978  the  figure  had  increased  to  more  than  80 
percent.  The  comparable  figures  for  black  women  were  89.3  and 
r  i  n^^^?'^*'  respective  time  periods.  Among  women  18 

to  19,  although  the  percentages  were  lower,  the  same  trend  was  op- 
erating. 

At  the  same  time,  the  percent  of  premaritally  conceived  births 
that  were  legitimated  declmed  for  both  black  and  white  women, 
from  16.0  to  4.9  percent  for  black  women  and  from  69.8  to  55.9  per- 
cent for  white  women  aged  15  to  17.  For  women  aged  18  to  19,  the 
trend  downward  was  even  sharper,  from  33.6  percent  of  all  premar- 
itally conceived  births  legitimated  for  blacks  in  1959-1962  to  109 
percent  in  1975-1978,  and  from  72.7  to  60.4  among  whites. 

Th«3e  figures  show  that  the  increases  in  recent  years  in  births 
out  of  wedlock  are  associated  with  two  demographic  factors:  1)  an 
mcrease  in  the  percentage  of  conceptions  that  are  premarital  and 
2)  a  decrease  in  the  percentage  of  premarital  conceptions  that  are 
legitimated  before  birth.  Thus,  even  though  overall  birth  rates  to 
teenage  women  are  declining,  more  of  those  births  have  been  con- 
ceived out  of  wedlock  and  fewer  of  those  mothers  have  wed  before 
birth,  leadmg  the  rat^  of  births  out  of  wedlock  to  increase  in  recent 
years. 
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TABLE  3-10.-TRENDS  IN  TEENAGE  FERTILITY,  MARRIAGE,  AND  BIRTHS  OUT  OF  WEDLOCK,  1959-78 


Period  and  ase  at  fnstbiith 


Numbef  of 

Total  first 
thousands)  ^^113 


Ptfcentaps  

Prtmaritally  concaved 


Prtmaiital 
births 


Postmarital 
tifths 


PostmarilaWy 
conceived 


Pereentrf 
premaiitaiV 
conceiveQ 
liirths 
legitimated 


White  women: 
1959  to  1962: 
15  to  17.. 

18  to  19.. 
1963  to  1966: 

15  to  17.. 

19  to  19.. 
1967  to  1970: 

15  to  17.. 

18  to  19., 
1971  to  1974: 

15  to  17., 

18  to  19. 
1975  to  1978: 

15  to  17. 

18  to  19. 


407 
857 

1  nn  n 

100.0 
100.0 

24.2 

^A  n 
6.6 

OL.H 

17.6 

vJJ.U 

75.8 

698 
72.7 

433 
928 

100.0 
100.0 

55.7 
35.9 

19.9 
8.6 

35.8 
27.2 

44.3 
64.1 

64.3 
75.8 

379 
925 

100.0 
100.0 

68.4 
44.8 

25.4 
10.9 

43.0 
34.0 

31.6 
55.2 

62.9 
75.9 

520 
872 

100.0 
100.0 

73.2 
53.1 

34.5 
13.6 

38.7 
39.5 

26.8 
46.9 

52.9 
74.4 

432 
755 

100.0 
100.0 

80.3 
52.5 

35.5 
20.8 

44.8 
31.7 

19.7 
47.5 

55.8 
60.4 
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Black  women: 
1959  to  1962: 

  j52        100.0  89.3  75.0  14.3  10.7  160 

ISjolj   175        100.0  89.3  72.9  164  107  184 

}5tol7   211       100.0  89.2  70  2  190  108  9n 

197l}o'l974: ''''  54.1  S  18.1  III 

  205        100.0  94.2  80.0  14  2          5  8  151 

1975  to  1978: ^8.0  70.2  17.8  12.0  20.2 

iSKjj   147        100.0  97.9  92.9         48          22  4  9 

  226        100.0  85.1  75.8          93  148  10.7 

JanuafeWo;  i^is"  Status  of  Rrst  Births  to  U.S.  Women  Aged  15  to  24.  1939-1978.  fimm  ftfspectr«s.  Vol.  12,  Ka  1. 
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As  a  result  of  these  trends  in  total  birth  rates  and  share  of  births 
out  of  wedlock,  the  birth  rates  for  adolescent  women  who  are  mar- 
ried have  been  declining  in  recent  years  at  the  same  time  that 
birth  rates  to  unmarried  women  have  been  incr^mg.  As  Table 
3-11  shows,  birth  rates  to  married  women  aged  15  to  19  declmed 
fairly  steadily  from  the  late  1960s  through  1979,  regardless  of  race. 
Among  white  married  women,  birth  rates  declined  by  more  than  20 
percent  from  1969  to  1979;  the  rates  among  black  married  women 
declined  by  more  than  35  percent  in  the  same  period,  so  that  by 
the  end  of  the  period,  marital  birth  rates  between  the  two  nee 
groups  were^mparable.  Birth  raiee  among  married  women  at 
these  ages  consistently  much  higher  than  among  unmarried 
women,  althftgh  relatively  small  proportions  of  the  adolescent 
population  married.  The  rates  for  unmarried  white  women  m- 
creased  stealRy  through  1982,  more  than  doubling  from  1966  to 
1982.  The  raHs  also  increased  among  older  white  adolescents,  m- 
creasing  by  rSfirly  80  percent  in  the  same  period.  Among  black  iin- 
married  adole^jents,  however,  birth  rates  were  much  higher  than 
among  their  Site  counterparts.  The  trend  among  black  youth  was 
different,  foiSirth  rates  to  black  unmarried  teenagers  declmed 
slightly  over  ills  period,  by  6  percent  from  1969  to  1982  among  15 
to  17  year  oldftiand  by  nearly  10  percent  among  18  to  19  years  ol^. 
Among  both^e  groups  there  was  a  slight  increase  in  the  early 
1970s  foUoweSy  a  more  substantial  decline.  (Data  are  not  consist- 
ently avaUablPfor  all  these  age/race  groups  because  of  the  small 
numbers  of  cases  involved.)  . 

The  net  result  of  the  low  but  gradually  mcreasmg  birth  rates 
among  white  unmarried  adolescents,  sWly  declining  rates  among 
black  unmarried  adolescents,  and  the  much  higher  but  declining 
rates  among  married  adolescents  of  both  races  has  been  that  the 
birth  rates  among  adolescents  declined  in  recent  years,  as  shown 
above  in  Table  3-10.  In  spite  of  these  declining  rates,  young  women 
remain  the  age  group  with  the  highest  proportion  of  unplanned 
births;  in  1982,  fully  46  percent  of  all  births  to  women  aged  15  to  Z4 
had  been  either  unwanted  or  mistimed,  compared  to  about  25  per- 
cent of  births  to  older  women.® 


•  Pratt,  Wilham  F,.  William  U  Moeher,  Christine  A.  Bachrach.  arid  Maijorie  C  Horn  Under- 
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TABLE  3-lL~ESnMATED  BIRTH  RATES  FOR  MARRIED  AND  UNMARRIED  WOMEN  AGES 
15-19,  BY  RACE:  1966  TO  1982 

[Births  per  1,000  women] 


Marital  status,  race,  and  age 


Married  Unmarried 


Year 


White,  Black, 
15  to     15  to 


White  Black 


19       19      15  to     18  to     15  to     18  to 
17       19       17  19 


1966   438.8    5,4  14,1 

1967   424,1    5,6  15,3 


1968                                422,0    6,2  16,6   

1969                                423,1   514,6  6,6  16,6  72,0  128,4 

1970                                431,8   533,3  7,5  17,5  77,9  136,4 

1971                                403,4   511,7  7,4  15,8  80,9  U36,3 

1972                               364,1   500,0  8,1  15,1  83,1  129,8 

1973                                330.6   453,7  8,5  15,0  81,9-  123,0 

1974                                320,1   372,4  8,9  15,4  79,4  124,9 

1975                                311,8   329,8  9,7  16,6  77,8'  126,8 

1976                                306,4   319,2  9,9  17,0  74,6  121,8 

1977                               307,6   345,7  10,7  18,8  74,3  125,9 

1978                                321,8   368,6  10,5  19,5  70,3  124,3 

1979                                337,6   333,8  11,1  21,2  72,5  128,8 

1980   11,8  23,6  69,5  120,2 

1981   12,4  24,6  66,9  117,6 

1982   12.9  25,1  67,6  115,8 

^  Source  US  National  Center  for  Health  Statistics.  Vital  Statistics  of  the  United  States,  1979.  NataFity,  Tables 

L'l^  ^'ti  ^  National  Center  for  Health  Statistics  Monthly  Vital  Statistics  Report  Advance  Report 
of  Final  Natarity  Statistics,  1982,  Tafe  18. 


TRENDS  IN  POVEETY  AMONG  ADOLESCENT  MOTHERS 

The  incidence  of  poverty  among  teenage  women  is  the  next 
factor  of  interest  in  the  attempt  to  determine  the  contribution  of 
births  out  of  wedlocks  to  the  general  levels  of  poverty. 

The  data  sources  used  in  this  analysis  are  not  adequate  to  dem- 
onstrate the  effect  of  teenage  parentage  on  current  high  poverty 
rates  among  never-married  teenage  mothers.  However,  special 
studies  of  the  long  term  effects  of  teenage  motherhood  have  shown 
that  early  childbearing  has  substantial  negative  effects  later  in  the 
lives  of  the  women  and  their  families.  They  earn  less  themselves 
and  other  family  members  earn  less;  as  a  result  they  are  more 
likely  to  live  in  poverty.^® 


**»Hofferth,  Sandra  L  txid  Kriitin  A.  Moore.  Early  Childbeanng  and  Later  Economic  Well- 
Bein«.  American  Sociological  Review.  Vol.  AA.  October,  1979.  pp.  806-807. 
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EFFECTS  OF  CHILDBEARING  OUT  OF  WEDLOCK  ON  OVERALL  POVERTY 

RATES 

In  sum,  at  issue  is  the  effect  of  childbearing  out  of  wedlock  on 
poverty  rates  observed  for  the  total  population.  Since  there  is  also 
childbearing  out  of  wedlock  at  other  ages  (though  at  older  ages,  the 
relative  unportance  of  this  phenomenon  decreases  sharply),  this 
analysis  addresses  the  effect  of  all  such  childbearing,  regardless  of 
the  age  of  mother.  Table  3-12  addresses  the  two  questions:  (1)  how 
much  of  the  change  in  the  overall  rate  of  poverty  from  1967  to  1979 
was  a  result  of  the  increased  pre\alence  of  unwed  mothers  and  (2) 
how  much  can  be  attributed  to  changes  in  their  poverty  rates?"  In 
his  analysis  of  the  first  issue,  Gottschalk  calculated  what  the  ovei> 
all  poverty  rate  would  have  been  in  1979  if  the  proportion  of  per- 
sons in  the  population  who  were  in  families  with  children  headed 
by  unmarried  females  had  remained  constant  at  its  1967  level  of 
0.5  percent  rather  than  increasing  as  it  did  to  1.5  percent.  The  first 
line  of  Table  3-12  shows  the  actual  poverty  rates  among  all  persons 
and  among  persons  in  families  with  children  with  a  nonaged 
female  head.  The  second  line  estimates  what  those  rates  would 
have  been  if  the  proportion  of  persons  in  families  with  children 
headed  by  unmarried  females  had  remained  at  its  1967  level  (and 
poverty  rates  for  the  different  family  types  had  changed  as  they 
did  in  these  years).  The  difference  betwen  the  actual  and  this  simu- 
lated rate  is  0.6  percentage  points  in  the  overall  poverty  rate,  and 
2.3  percentage  points  in  the  poverty  rate  among  persons  in  these 
families.  Thus,  if  the  prevalence  of  never-married  mothers  in  the 
population  had  not  increased  over  the  decade,  overall  poverty  rates 
might  have  been  5  percent  lower  (11.1  vs.  11.7  percent).  Poverty 
among  all  persons  in  female-headed  families  with  children  might 
have  also  been  5  percent  lower  (41.3  vs.  43.6  percent).  ^ 

To  examine  the  second  question,  the  third  line  in  Table  3-12 
shows  a  simulated  poverty  rate  under  the  assumption  that  the  pov- 
erty  rate  among  persons  in  families  with  children  with  never-mar- 
ried female  heads  had  stayed  at  its  1967  level  of  67.5  percent 
rather  than  declining  to  65.7  percent  as  it  did.  This  suggests  that 
the  decline  in  poverty  in  this  group  had  very  little  effect  on  pover- 
ty, affecting  poverty  overall  not  at  all  and  decreasing  poverty 
among  female-headed  famUies  with  children  by  only  0.2  percentage 
points  (43.6  vs.  43.8  percent).  These  simulations  suggest  that  m- 
creased  childbearing  outside  of  marriage  has  had  relatively  little 
effect  on  levels  of  poverty. 


»»  Tiw  foUowing  difcussion  i8  drawn  from  analyBU  prepared  b>  Peter  GotUchaik  for  the  Food 
and  Nutrition  Service,  U.S.  Department  of  Agriculture,  October  1984. 
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TABLE  3-12.-^IMPACT  OF  CHANGES  IN  THE  PROPORTION  AND  POVERTY  RATES  OF  PEOPLE 
LIVING  IN  FAMIUES  WITH  CHILDREN  HEADED  BY  NEVER-MARRIED  FEMALES  ON  THE 
OVERALL  POVERTY  RATE  IN  1979 


Actual  and  simulated  1979  poverty  rates 
(percent  poor) 


All  persons      female  head  with 


Persons  in  families 
^anonag 
lie  head  V 
children 


5?t"f-   in  43.6 

Simulated: 

Assuming  no  4)hange  in  proportion  in  population  l  Ll  41 3 

Assuming  constant  poverty  rate  ^   1 17  43^8 

^  Persons  In  never-married  fcmal^headed  families  with  children  held  at  .0046  of  all  persons  and  160  of 
persons  in  famifies  with  a  rwna^ed  female  head.  1-       •«  .*w 

*  Poverty  rate  of  never-mamed  female-headed  famifies  held  at  67.5  percent 

Source:  Gottschalk,  Peter,  unpublished  work  prepared  for  the  Food  and  Nutrition  Seivw,  U.S.  Department  of 
flfjucumire.  ^ 


3.  Discussion  of  the  Demographic  Trends 

The  previous  sections  showed  the  effects  of  recent  demographic 
trends  on  the  frequency  and  severity  of  poverty.  Although  trends 
in  poverty  might  have  been  different  had  other  demographic  trends 
prevailed,  the  information  demonstrated  that  the  demographic 
changes  were  not  simply  causing  changes  in  poverty,  but  were  oc- 
curring throughout  the  population.  Trends  in  poverty  have  been 
either  accentuated  or  dampened  by  demographic  trends  over  differ- 
ent periods  since  1959. 

What  have  been  the  causes  for  these  demographic  trends  in 
recent  years?  One  response  is  that  these  trends  have  built  on  dec- 
ades of  changes  in  the  behaviors  of  American  families,  and  they 
are  not  recent  additions  to  our  social  fabric.  While  certain  patterns 
have  accelerated  in  recent  years,  as  shown  below,  those  patterns 
have  been  firmly  rooted  in  decades  of  interrelated  change.  This  sec- 
tion reviews  the  m^or  demographic  trends  that  have  exacerbated 
the  frequency  of  poverty,  in  an  effort  to  place  these  trends  in  a 
broader  historical  context. 

Had  the  1940's  and  1950's  not  happened,  today's  young 
adults  would  appear  to  be  behaving  normally.  Their  family 
formation  would  reflect  a  continuation  of  historical  trends. 
However,  when  the  benchmark  chosen  to  judge  the  family 
patterns  of  today's  young  adults  is  that  of  their  parents' 
generation,  those  bom  since  1940  do  appear  deviant.  When 
paen  and  women  bom  between  1920  and  1940  (age  40  to  60 
in  1980)  were  young  adults,  marriages  took  place  much 
earlier,  fertility  rates  were  higher  and  divorce  rates  were 
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iower.  But  it  was  the  parents'  generation  that  deviated 

from  the  Wstorical  trends. 
In  making  this  statement,  Masnick  and  Bane  imply  two  impor- 
tant aspects  of  recent  studies  of  the  family.  First,  the  families  of 
the  1950s  do  not  necessarily  provide  the  most  useful  basis  for  com- 

g arisen  of  recent  behavior,  since  behavior  in  a  period  called  the 
aby  boom  was  very  different  from  longnstanding  trends  of  previous 
decades.  Second,  there  is  no  agreement  that  the  family  as  an  insti- 
tution is  declining,  even  thou^  in  many  respects  it  is  evolving  and 
exhibiting  new  forms,  much  as  it  always  has. 

This  section  examines  general  demographic  trends  durmg  this 
century,  focusing  on  those  that  directly  affect  changing  family  com- 
position. The  major  topics  addressed  are  trends  in  patterns  of  mar- 
riage, marital  dissolution,  births  out  of  wedlock,  and  living  ar- 
rangements of  unmarried  parents.  The  discussion  provides  some 
perspective  on  long  term  trends  in  the  increasing  prevalence  of 
single-parent  families  as  well  as  indications  of  how  the  trends  have 
been  accentuated  in  recent  years.  It  then  addresses  how  these 
broad  demographic  trends  affect  the  family  experiences  of  the  chil- 
dren and  how  current  trends  of  behavior  will  affect  children  in 
future  years. 

DIFFERENT  PERSPECTIVES  ON  THE  CHANGING  FAMILY 

Articles  in  the  popular  press  and  the  work  of  some  social  scien- 
tists in  recent  years  have  expressed  concern  that  the  family  as  an 
institution  may  be  breaking  down.  In  her  review  of  this  perspec- 
tive, Skolnick  summarizes  the  belief  that  there  were  previous  times 
when  families  were  "strong  and  stable  and  harmonious.  [Later] 
.  .  .  something  went  seriously  wrong."  Skolnick  cites  concerns 
expressed  by  different  observers  about  changes  in  values,  morals, 
behaviors,  and  sweeping  cultural  revolution,  all  pointing  to  the 
demise  of  the  family  as  an  institution.  In  facing  the  increase  in  di- 
vorce and  one-parent  families  as  well  as  declining  birth  rates, 
Fuchs  concludes  that  the  American  family  has  troubles. 

In  describing  the  decline  in  importance  of  the  conjugal 
family,  however,  I  am  not  predicting  its  disappearance; 
neither  am  I  denying  others  the  right  to  redefine  the  term 
"family''  as  they  wish.  But  there  is  overwhelming  evidence 
that  individuals  rely  less  on  their  families  today  than  in 
the  past  for  the  production  of  goods  and  services  and  as  a 
source  of  financial  and  psychological  support  in  time  of 
need.^* 

Skolnick  also  cites  work  by  social  scientists  expressing  very  dif- 
ferent views.  Bane  concludes  from  her  research  that,  Surpnsmg 
stabilities  showed  up,  and  surprising  evidence  of  the  persistence  of 
commitments  to  family  life.  She  expresses  concern  that,  too 
hasty  concern  for  replacing  the  'dying*  family  may  in  fact  bnng 

Ma«nick»  George  and  Mary  Jo  Bane.  The  Nation's  Faimliea.  1960-1990.  Joint  Center  for 
UrbimStudief  of  MIT  and  Harvard  Univcrtity.Cambrito^  ^      t?    m   d  * 

*»  Skolnick,  Arlene.  The  Intimate  Environment  Exploring  Mamage  and  the  Family  Botton. 

"  -  I^fcSTv^iSS?  ^^eTv-el'cLbridge.  Ma«..  Harvard  University  Preea.  1983.  p.  4 
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about  its  untimely  death."  Cherlin  acknowledges  mcgor  changes 
in  family  life,  through  divorce,  remarriage,  and  cohabitation,  and 
recognizes  that  these  changes  now  place  severe  strains  on  many 
families.  However,  from  a  societal  perspective  he  places  these  in 
the  context  of  an  evolving  institution,  concluding  that  "I  think  it  is 
likely  that  these  families  will  generate  ways  of  resolving  common 
problems  which  will  come  to  be  widely  accepted  as  standards  of 
conduct."  i«  Finally,  Levitan  and  Belous  point  out  in  their  analysis 
of  the  family  that  the  "normal"  family  of  a  working  husband,  non- 
working  wife,  and  children  now  comprise  a  minority  of  American 
families.  They  conclude  that  the  family  is  an  evolving  but  resilient 
institution,  and  that,  "statistical  evidence  and  other  indications 
back  up  the  position  that  the  divorce  rate  will  not  grow  nearly  as 
rapidly  in  the  future  and  may  even  become  stabilized." 

Why  are  there  such  different  conclusions  reached  by  scholars 
who,  in  many  cases,  have  studied  the  same  information?  One 
answer  lies  in  the  periods  they  choose  for  comparison.  Those  who 
compare  recent  trends  in  marriage,  divorce,  and  one-parent  fami- 
lies to  the  patterns  of  the  1950s  conclude  that  people  have  changed 
dramatically  and  the  changes  reflect  societal  pressures  of  the 
second  half  of  the  twentieth  •century  that  we  are  imable  to  cope 
with  effectively.  Those  who  place  recent  trends  in  a  longer  term 
perspective  tend  to  conclude  that  the  family  as  an  institution  has 
always  changed  to  respond  to  current  social  and  economic  press- 
sures  and  the  changes  we  observe  today  reflect  long  term  adjust- 
ments to  other  social  and  economic  trends.  The  halcyon  days  of  the 
1950s  are  the  period  that  leads  to  more  questions,  because  patterns 
of  marriage  and  divorce  in  that  time  were  so  different  from  what 
preceded  or  followed. 

The  historical  data  on  these  trends  show  that  current  patterns 
sometimes  continue  and  other  times  diverge  somewhat  from  long- 
term  patterns.  The  following  sections  briefly  review  these  historical 
data  The  information  presented  applies  to  all  children,  not  just  to 
poor  children.  Such  data  generally  are  not  available  to  identify  per- 
sons in  poverty,  particularly  before  1959.  However,  even  if  such 
data  were  collected,  its  relevance  would  be  highly  questionable 
since  the  movement  into  or  out  of  poverty  before  and  after  the  de- 
mographic events  of  interest  would  make  the  poverty  status  of 
people  at  the  precise  time  of  the  event  of  much  less  interest.  These 
data  demonstrate  broad  trends  in  the  population  as  a  whole  that 
are  related  to  changing  family  structures,  and  consequently,  to  the 
risk  of  poverty  in  the  population.  The  next  few  sections  review  the 
following  topics  related  to  changing  family  structure.  1)  marriage 
age  and  frequency,  2)  marital  dissolution,  3)  remarriage  behavior, 
4)  births  out  of  wedlock,  and  5)  living  arrangements. 


»»  Bane,  Mary  Jo.  Here  to  Stay.  New  York,  Basic  Books,  Inc.,  1976.  p.  xiv. 
"Cherlin,  Andrew  Marriage,  Divorce,  and  Romamage.  Cambridge,  Masa.,  Harvard  Univcm- 
ty  Preafl,  1981.  p.  92. 

"Levitan,  Sar  and  R  S.  Below.  What'e  Happening  to  the  American  Family?  BalUmore, 
Johns  Hopkina  Press,  1981.  p.  20. 
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Marriage 

The  timing  and  fact  of  marriage  in  the  population  serves  as  one 
indicator  of  the  importance  placed  on  the  institution  of  the  family. 

AGE  AT  FIRST  MARRIAGE 

Western  European  and  American  patterns  of  marriage  have  his- 
torically involved  relatively  late  marriage  in  comparison  to  other 
cultures.  In  previous  centuries,  men  and  women  waited  until  at 
least  their  mid-twenties  to  marry,  though  men  waited  longer  than 
women.  "The  distinctive  marks  of  the  'European  pattern'  are  (1)  a 
high  age  at  marriage  and  (2)  a  high  proportion  of  people  who  never 
marry  at  all."^®  o   o  v 

In  this  century  in  the  U.S.,  as  shown  in  Table  3-13,  the  age  at 
first  marriage  for  both  men  and  women  declined  slowly  but  stead- 
ily from  the  early  years  until  the  late  1950s.  In  the  period  following 
the  Depression  and  World  War  II,  people  were  marrying  younger 
than  before,  consistent  with  other  family-related  behaviors  dis- 
cussed below.  Since  the  mid-1960s,  however,  the  timing  of  people's 
marriages  has  been  more  similar  to  established  behavior  over  long 
periods,  and,  for  both  men  and  women,  the  age  at  first  marriage 
has  been  increasing  quite  rapidly.  As  a  result,  in  1983,  on  average, 
men  did  not  marry  until  their  mid  twenties  and  women,  until  they 
were  nearly  23  years  old.  These  levels  are  comparable  to  prevailing 
behavior  at  the  turn  of  the  century.  Though  this  table  does  not 
show  it,  this  age  pattern  probably  was  the  high  point  in  a  long, 
slow  increase  in  the  age  at  marriage  through  the  nineteenth  centu- 
ry.i* 

TABLE  3-13.-MEDIAN  AGE  AT  FIRST  MARRIAGE,  BY  SEX,  1890  TO  1983 


Year  Men  Women 


  26.1 

22.0 

  25.9 

21.9 

  25.1 

21.6 

  24.6 

21.2 

  24.3 

21.3 

  24.3 

21.5 

  22.8 

20.3 

  22.6 

20.2 

  22.8 

20.3 

  22.8 

20.6 

  23.2 

20.8 

  23.5 

21.1 

  24.7 

22.0 

  25.4 

22.8 

Source"  U.S.  Bureau  of  the  Census.  Current  Population  Reports.  Series  P'20,  No.  389.  Marital  Status  and 
Living  Arrangements.  March  1983.  U.S.  Government  Printing  Office.  Washington,  O.C.  1984. 

*«Hwnal.  J.  European  MamaKC  Patterns  in  Perspective.  In  Population  in  History  D.  V. 
GlaM  and  D.  E.  C  Eversley,  eds.  Chicago,  Aldine  Press,  1965.        ^    ..  .  m_  ... 

*»  Lulctt,  Barbara.  Family  Membership,  Past  and  Prxxjent  in  Family  m  Transition  Arlene 
S.  Skolntck  and  Jerome  H.  Skolnick,  eds.  Boston.  Little,  Brown,  and  Company,  1983  p.  61 
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SINGLE  PERSONS 


The  percent  of  people  who  have  not  yet  married  at  a  given  age  is 
another  indication  of  the  proclivity  of  people  to  marry.  By  their 
early  30*8,  relatively  few  people  remain  single  (though,  of  course, 
some  have  married  and  divorced),  so  changes  in  the  percent  never 
married  at  this  age  indicate  both  changes  in  the  percent  of  people 
who  will  likely  never  marry  as  well  as  changes  in  the  timing  of 
late  marriages. 

Table  3-14  shows  a  time  series  of  the  percentage  of  men  and 
women  who  have  not  yet  married  by  ages  30-34  over  the  period 
1890  to  1983.  The  trend  in  this  time  series  is  very  similar  to  that 
shown  on  age  at  first  marriage.  The  percent  never  married  was 
high  m  the  early  part  of  the  century,  but  declined  fairly  steadily 
through  the  Depression.  This  series  also  shows  the  differences  in 
behavior  during  the  period  of  the  baby  boom,  for  in  the  period  from 
1950  to  1970,  these  percentages  dropped  dramatically  for  both  men 
and  women.  These  data  indicate  that  an  unusually  high  percentage 
of  the  population  was  marrying  in  these  years,  and  that  this  trend 
was  not  firmly  grounded  in  historical  behavior. 

TABLE  3-14.^PERCENT  NEVER  MARRIED  AT  AGES  30  TO  34,  BY  SEX,  1890  TO  1983 


 Men  Women 

K   27.6  16.6 

920   24.1  14.9 

1330   21  1  13? 

1940   207  47 

1950   13  2  9  3 

1960   19  59 

1970  ::::::::  4  62 

1980   15:9  9.5 

1983   19.6  13.0 

107^ .fl  l^^^  ^^^h^^  ^"/S"  oyj^^  Census.  Historical  Statistics  of  tlie  United  States,  Colonial  Times  to 
1970  US  Government  Printing  Office.  Washington.  D.C.  1975.  1970-1983.  U.S.  Bureau  of  the  Census  Current 
Population  Reports.  Senes  P-2a^^  389.  Marital  Status  and  Living  Arrangements:  March  1983  US 
Government  Printing  Office.  Washington,  D.C.  1984. 

More  recently,  the  percentage  of  people  aged  30  to  34  who  have 
not  yet  married  has  been  increasing  for  both  sexes,  and  it  is  now 
about  at  the  level  it  was  before  1940.  Cherlin  has  estimated  that 
about  the  same  percentage  of  the  people  born  in  the  first  half  of 
the  1950s  will  end  up  marying  as  among  the  generation  of  people 
born  in  the  period  from  1910  to  1914.2°  Thus,  about  94  percent  of 

"Cherlin.  Andrew  J.,  p.  70. 
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these  people  will  ever  marry,  compared  to  96  percent  of  these  bom 
from  1930  to  1934,  who  were  marrying  younger  in  the  1950s. 

The  reversal  of  the  trends  of  this  centurjj  in  terms  of  age  at  first 
marriage  and  percent  never  married  may  indicate  that  the  nation 
is  beginning  a  long-term  increase  in  the  tendency  to  delay  mar- 
riage or  not  marry  at  all.  Alternatively,  it  may  indicate  that  the 
society  is  returning  to  more  established  patterns,  and  these  pat- 
terns will  level  off  rather  than  continue  indefinitely  in  current  di- 
rections of  change. 


Trends  in  the  divorce  rate  tend  to  raise  more  concerns  as  indica- 
tors of  the  demise  of  the  family.  However,  divorce  is  only  one  of  the 
ways  that  marriages  can  end,  for  in  earlier  years  many  marriages 
were  abruptly  ended  by  the  death  of  a  spouse.  Trends  in  both  types 
of  marital  dissolution  must  be  examined  to^  understand  more  fully 
the  increasing  prevalence  of  one-parent  families. 


In  the  early  part  of  the  century,  death  of  a  partner  ended  many 
marriages  in  their  early  years.  Time  series  data  on  how  long  mar- 
riages were  likely  to  last  before  a  death  are  not  readily  available, 
but  Uhlenberg  has  estimated  that  in  1900  the  probability  that  at 
least  one  parent  would  die  before  a  child  reached  age  15  was  .24, 
indicating  that  nearly  one-fourth  of  all  children  had  only  one  or  no 
parents  by  the  time  they  reached  15.  By  1940  that  likelihood  had 
declined  to  only  10  percent,  and  by  1976  it  was  about  5  percent.^^ 
Clearly  the  impact  of  parental  death  on  children's  lives  has  de- 
clined dramatically  in  this  century. 

Hareven  estimates  that  only  about  40  percent  of  women  before 
1900  experienced  an  "ideal  family  cycle"  of  "leaving  home,  mar- 
riage, family  formation,  child  rearing,  launching,  and  survival 
until  age  50  with  the  first  marriage  still  intact/'  The  niajority,  she 
concludes,  "either  never  married,  never  reached  marriagable  age, 
died  before  childbirth,  or  were  widowed  while  their  offspring  were 
still  young  children.'*  22  The  picture  of  the  intact  family,  lasting 
until  all  the  children  have  left  home,  appears  not  to  have  been  the 
norm,  even  before  rising  divorce  rates  led  to  increasing  numbers  of 
broken  families.  . 

In  Table  3-15  an  indication  of  the  decline  in  widowhood  is  shown 
in  the  percent  of  persons  aged  30  to  34  who  were  widowed,  from 
1890  to  1983.  These  ages  are  of  interest  because  families  tend  to 
have  young  children  in  this  age  range.  The  figures  reflect  only 
people  who  are  currently  widowed,  not  people  who  ever  become 
widowed  or  who  have  been  so  but  have  since  remarried.  At  the 
turn  of  the  century,  2.0  percent  of  men  aged  30-34  were  widowed, 
as  were  4.6  percent  of  women.  By  1983,  the  percentage  of  men  wid- 


Uhlenberg,  Peter.  Death  and  the  Family.  In  Family  in  Transition  Arlene  S  Skolnick  and 
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owed  was  less  than  one-tenth  of  one  percent,  and  for  women  the 
figure  had  declined  to  0.7  percent. 

TABLE  3-15.-PERCENTAGE  DISTRIBUTION  OF  PEOPLE  WIDOWED  OR  DIVORCED  AT  AGES 
30  TO  34,  BY  SEX,  1890-1983 


Year 


1890.. 
1900.. 
1910.. 
1920.. 
1930.. 
1940.. 
1950.. 
I960.. 
1970.. 
1980.. 
1983.. 


Male 

Female 

Wklowed 

Divorced 

Total 

Widowed 

Divorced 

Total 

1.8 

0.2 

2.0 

4.5 

0.5 

5.0 

2.0 

.4 

2.4 

4.6 

.7 

5.3 

1.8 

.5 

2.3 

3.9 

.8 

4.7 

1.8 

.7 

2.5 

3.9 

1.0 

4.9 

1.3 

1.4 

2.7 

3.3 

1.9 

5.2 

.7 

1.4 

2.1 

2.5 

2.4 

4.9 

.4 

2.1 

2.5 

1.6 

3.0 

4.6 

.3 

2.2 

2.5 

1.2 

3.1 

4.3 

.3 

3.3 

3.6 

1.5 

5.0 

6.5 

.1 

7.9 

8.0 

1.2 

11.2 

12.3 

.0 

8.7 

8.7 

.7 

11.0 

11.7 

,fi7^T?l"  1?-*.^"^^^^  %  <^P5us.  Historical  Statistics  of  the  United  States,  Colonial  Tinjcs  to 

197a  U.S  Govcnimwt.Pnnto  Wastiineton.  D.C.  1975.  1980;  U.S.  Bureau  of  the  Census.  Current 
Population  Rwls.  Scnes  P-20.  No.  365.  Marita!  Status  and  Uving  Arrangements;  March  1980  U.S. 
GoverymMl  Anting  (Ti^^  1984,^983:  U.S.  Bureau  of  the  Census,  Current  Powlation 

SP^i^Senes  P-20  No.  389.  Mantal  Status  and  Lmng  Arrangements:  March  1983.  U.S.  Government  Printing 
Omce.  Washington,  D.u  1984. 


DIVORCE 


The  divorce  rate  has  been  increasing  steadily  throughout  the 
twentieth  century.  Table  3-15  also  shows  percentages  of  people 
aged  30  to  34  who  were  divorced  at  each  date.  Though  these  data 
do  not  show  either  the  annual  rate  of  divorce  or  the  probability 
that  couples  will  ever  divorce,  they  do  demonstrate  that  the  likeli- 
hood that  people  will  be  divorced  in  their  early  thirties  has  in- 
creased steadify  since  at  least  1S90,  That  increase  accelerated  in 
the  1960s  and  1970s.  The  1983  data,  however,  indicate  the  possibili- 
ty of  a  leveling  off  in  the  divorce  rate. 

Cherlin  demonstrates  clearly  that  the  proportion  of  marriages 
ending  in  divorce  has  increased  at  an  increasingly  rapid  rate  since 
1870  Marriages  made  during  the  Depression  ended  up  having  a 
likelihood  of  ending  in  divorce  slightly  higher  than  the  trend  line 
would  have  indicated.  In  contrat4,  marriages  formed  in  the  l^te 
1940s  and  early  1950  had  a  lower  probability  of  ending  in  divorce. 
More  recent  marriages,  though  subjvict  to  very  high  probabilities  of 
ending  in  divorce,  represent  only  .slightly  higher  rates  than  a 
simple  continuation  of  increasing  divorce  that  has  been  well  estab- 
lished over  the  last  100  years  or  more.^^  (Cherlin  cites  a  study  by 
the  National  Center  for  Health  Statistics  concluding  that  if  trends 
contmue  in  the  1980s  and  1990s,  nearly  half  of  marriages  made  in 
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the  early  19708  may  end  in  divorce.)  It  is  important  to  recognize 
that  the  continuation  of  the  increasing  divorce  rates  analyzed  here 
means  the  continuation  of  a  strong  upward  swing  in  those  rates, 
not  a  continuation  of  previous  levels  of  divorce. 

From  1890  to  1960,  the  likelihood  that  men  or  women  would  be 
in  a  disrupted  marriage  held  about  constant,  although  the  domi- 
nant reason  slowly  shifted  from  widowhood  to  divorce.  Neverthe- 
less, it  was  not  until  aftei:  1940  that  the  proportion  of  women  di- 
vorced exceeded  the  proportion  widowed  in  this  age  range.  The 
combined  effects  of  increasing  divorce  rates  and  declining  rates  of 
widowhood  on  marital  dissolution  during  this  century  have  meant 
that  until  the  mid-1960's,  the  percentage  of  people  who  were  either 
divorced  or  widowed  fluctuated  around  2.5-8.0  percent  for  men  and 
4.5-5.5  percent  for  women  aged  80-84,  as  shown  in  Table  8-15.  By 
1970,  that  likelihood  increased  substantially,  and  by  1980  it  nearly 
doubled  again.  Clearly  the  likelihood  that  a  woman  would  spend  at 
least  some  portion  of  her  adult  life  in  a  disrupted  marriage  has  in- 
creased dramatically  over  the  last  two  decades.  This  trend  results 
from  the  increasingly  high  levels  of  divorce  since  the  mid  19608. 

Examining  experiences  over  a  longer  period  of  married  life,  how- 
ever, Uhlenberg  has  estimated  the  probability  that  a  mamage 
would  be  disrupted  by  death  or  divorce  in  its  first  40  years,  and 
concluded  that,  largely  as  a  result  of  declining  mortality,  that  prob- 
ability declined  from  .71  in  1900  to  .60  m  1976.^^  Given  trends 
shown  in  Table  8-15,  however,  it  is  possible  that  this  probability 
could  have  reached  a  low  point  sometime  in  the  1950s  or  1960s  and 
has  been  increasing  since  then. 

Although  marital  disruptions  were  not  much  more  likely  than  at 
the  turn  of  the  century,  their  causes  and  effects  were  quite  differ- 
ent. Particularly  in  the  more  recent  decades,  widowhood  and  di- 
vorce affect  marriages  at  different  stages.  Divorce  is  move  likely 
than  widowhood  to  occur  at  a  younger  age,  when  there  are  more 
likely  to  be  young  children  at  nome.  Bumpass  and  Rmdfuss  esti- 
mate that  in  the  late  1970s,  "over  one-third  jf  all  children  spend  a 
portion  of  their  childhood  during  which  their  mothers  are  between 
marriages.  Most  of  these  children  will  eventually  be  part  of  a 
second  marriage.  However,  the  average  time  spent  T)etween  mar- 
riages' before  age  18  is  four  and  one-half  years,  and  for  a  substan- 
tial minority  the  experience  lasts  much  longer."  ^5  This  fmdmg 
suggests  that  a  period  of  living  in  a  single  parent  family  is  perhaps 
becoming  a  widely  experienced  period  of  the  family  life  cycle  for 
many  cmldren.  For  some  children,  whose  mothers  have  character- 
istics that  make  them  least  likely  to  remarry,  these  periods  of  the 
life  cvcle  may  be  extended  or  last  through  the  remamder  of  their 
childhood. 

REMARRIAGE 

With  more  marriages  ending  in  divorce  and  lower  mortality 
among  all  adults,  it  might  be  expected  that  rates  of  remarriage 
after  marriages  have  dissolved  would  increase,  and  the  data  bear 


"BuinpGM^ilarry  and  Ronald  R.  Rindfta.  ChUdron't  Experience  of  Marital  Diiruption 
American  Journal  of  Sociology.  C5:l  (July  1979).  p.  63. 
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this  out.  As  the  divorce  rate  has  increased,  the  proportion  of  all 
marriages  which  are  remarriages  following  divorce  of  one  or  the 
other  partner  has  also  increased.  ''As  a  consequence,  remarriages 
after  divorce  accounted  for  nearly  one-fourth  of  men's  marriages  in 
1975  compared  to  less  than  onenseventh  in  I960."  Although  some 
of  this  increase  is  accounted  for  by  the  increase  in  the  divorce  rate, 
the  likelihood  that  a  divorced  person  will  remarry  has  also  in- 
creased since  the  early  part  of  the  century.  Cherlin  estimates  that 
until  around  1940,  about  100  out  of  each  1,000  divorced  or  widowed 
women  would  remarry  each  year.  By  the  late  1970s  that  figure  had 
increased  to  about  134.*^ 

Although  nearly  three  fourths  of  all  women  who  divorce  remarry 
within  five  years,  an  analysis  bv  Thornton  and  Freedman  indicates 
that  there  is  wide  variability  between  groups.**  Women  are  less 
likely  to  remarry  than  are  men.  This  is  related  to  the  decline  in 
remamage  rates  as  people  age  to  the  relative  drop  in  supply  of 
marriageable  men  at  older  ages.  In  addition,  men  are  more  Imely 
to  remarry  never-married  women  than  the  converse,  a  fact  that 
also  increases  the  size  of  the  available  pool  for  men  in  contrast  to 
that  for  women.  Blacks  are  also  much  less  likely  to  remany  than 
are  whites,  reflectmg  two  aspects  of  their  marital  disruptions:  (1) 
they  are  more  likely  to  separate  without  subsequently  divorcing; 
and  (2)  they  are  less  likely  than  whites  to  remarry  following  a  di- 
vorce. 

In  this  century  remarriage  rates  have  followed  the  same  trends 
as  have  first  marriages,  with  a  substantial  increase  in  the  remar- 
riage rate  during  the  period  following  Worid  War  n.  In  the  1960s, 
though,  remarriage  rates  continued  to  increase.  The  latter  half  of 
the  1970s  saw  a  decline  in  remarriage  rates  that  leveled  off,  as  did 
divorce  rates  in  the  early  1980s.2»  It  is  not  yet  clear  whether  this 
recent  decline  in  remarriage  rates  represents  a  declining  probabili- 
ty of  remarriage  after  divorce  or  an  increase  in  the  length  of  time 
people  are  spending  between  marriages.*^ 

Births  Out  op  Wedlock 

Another  way  women  can  become  heads  of  their  own  families  is 
by  having  births  out  of  wedlock.  The  prevalence  of  this  phenome- 
non is  related  to  delayed  marriages  discussed  above  in  that  women 
who  delay  marriage  but  not  sexual  activity  are  at  risk  of  pregnan- 
cy and,  if  they  become  pregnant  and  do  not  marry  before  the  birth, 
they  will  have  births  out  of  wedlock.  The  relationship  between  pre- 
marital conceptions  and  premarital  births  was  discussed  above,  in- 
dicating that,  at  least  among  teenagers,  part  of  the  increase  in  pre- 
marital births  over  the  last  decade  has  resulted  from  a  smaller  por- 
tion of  premarital  conceptions  being  legitimated.  This  section  fo- 
cuses more  directly  on  longer-term  trends  in  births  out  of  wedlock. 

«  V^^^g^'  P?^}  ^       Arthur  J  Norton.  Marrying,  Divorcing,  and  U^ina  Together  in  the  UA 
Bulletin  82;5.  Populatlui  Reference  Bureau  Inc.  WMhington,  D.C  1977.  p.  7. 
Chcrlin,  p.  29.  » 
Thornton.  Arland  and  Deboral.  Freedman.  The  Changing  American  Family,  Population 
Bulletin.  38:4.  Population  Reference  Bureau,  Inc.  Waahington,  D.C  1983.  p.  10. 
••Ibid.  p.  11. 
•<>CherUn,p.29. 
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In  general,  when  births  out  of  wedlock  are  discussed,  people 
focus  on  teenagers;  the  problem,  however,  is  not  limited  to  this  age 
group.  Part  of  the  attention  to  teenagers  reflects  concern  about  the 
long-term  negative  consequences  for  teenagers.  The  health  effects 
are  serious,  most  directly  reflected  in  higher  infant  and  maternal 
mortality  among  teenagers.  There  are  long-term  social  and  econom- 
ic consequences  as  well,  rangpg  from  reduced  educational  attain- 
ment to  higher  likelihood  of  living  in  poverty.  A  high  proportion  of 
the  births  to  teenagers  are  unwanted,  particularly  when  the  con- 
ception was  premarital.^  ^ 

As  Table  3-16  shows,  however,  the  birth  rate  to  unmarried 
women  reaches  its  peak  for  women  in  their  twenties,  not  in  their 
teens,  and  this  has  been  the  case  since  the  mid-1940s.  This  time 
series  shows  that  the  rate  of  births  out  of  wedlock  has  been  in- 
creasing steadily  for  teenagers  since  1940.  Among  women  in  their 
twenties,  thv^  rate  increased  through  the  mid-196(te,  but  then  began 
a  decade-long  decline.  Since  the  mid-1970s,  though,  the  birth  rate 
to  unmarried  women  in  their  twenties  has  been  increasing.  The 
rate  of  births  out  of  wedlock  is  lower  for  women  in  their  thirties, 
although  this  figure  also  exceeded  the  rate  among  teenagers  during 
the  1960s. 

TABLE  3-16.-BIRTH  RATES  TO  UNMARRIED  WOMEN  BY  AGE,  1940-80 

Unmamed  birth  rate  ^  by  age 


15  to  19 

20  to  24 

25  to  29 

30  to  34 

35  to  39 

40  to  44 

1940  

7.4 

9.5 

7.2 

5.1 

3.4 

1.2 

1945  

9.5 

15.3 

12.1 

7.1 

4.1 

1.6 

1950  

12.6 

21.3 

19.9 

13.3 

7.2 

2.0 

1955  

15.1 

33.5 

33.5 

22.0 

10.5 

2.7 

1980  

.  15.3 

39.7 

45.1 

27.8 

14.1 

3.6 

1965  

16.7 

39.9 

49.3 

37.5 

17.4 

4.5 

1970  

.  22.4 

38.4 

37.0 

27.1 

13.6 

3.5 

1975  

.  24.2 

31.6 

28.0 

18.1 

9.1 

2.6 

1980  

,  27.6 

40.9 

34.0 

21.1 

6.5 

>  Births  out  of  wedlock  per  1,00 

0  unmarritd  woinen  in  each  age  group. 

Source.  1940-1975.  Campbell.  Arthur  A.  TrwKfe  in  Teenage  Cbildbeanng  in  the  Umted  States.  In  Adolescent 
Pregnancy  and  Childbeanng.  RnSngs  from  Research.  Catbenne  S.  Chiiman.  ed.  11.S,  Department  of  HHS.  KIH 
PuWicatfon  No.  81-2077.  December  1980.  1980.  National  Center  for  Health  Stalisbcs.  Birth  aiKl  Fertifrty  Rates 
for  States.  United  States,  1980.  Serits  21.  Ho.  42.  September  1984. 

Although  unmarried  women  in  their  twenties  have  higher  rates 
cf  births  out  of  wedlock,  there  is  a  smaller  proportion  of  unmarried 
women  in  their  twenties  than  in  their  teens.  As  a  result,  of  all 
births  out  of  wedlock,  a  higher  percentage  occurs  to  teenagers, 
since  such  a  high  proportion  of  them  are  unm^jTried.  For  example 
in  1979,  42.4  percent  of  all  births  out  of  wedlock  occurred  to  women 


Zelnick,  Melvm  and  John  F.  K^ntncr.  First  Pregnancies  to  Women  Aged  15-19.  1976  and 
1971.  In  Teenage  Sexuality  Pregnancy,  and  Childbeanng.  Frank  F  Funtenbcre,  Jr.,  Richard 
Lincoln,  and  Jane  Manken.  eds.  Philadelphia,  University  of  Pennsylvania  Prc«,  1981.  p.  99  102. 
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^ed  15  to  19  (up  slightly  from  39.2  percent  in  1963).32  Women  in 
their  twenties  (a  ten-year  age  group)  had  48.6  percent  of  all  births 
out  of  wedlock  in  1979  compared  to  45.5  percent  in  1963.  Thus,  in 
spite  of  theb  lower  rate,  teenage  women  have  more  bhihs  out  of 
wedlock  than  any  other  five-year  age  group. 

While  the  rates  of  births  out  of  wedlock  have  been  increasing  in 
recent  years,  the  proportion  of  all  birtihs  that  are  out  wedlock  has 
also  been  increasing.  From  1940  to  1960,  that  proportion  held  fairly 
constant,  at  4  to  5  percent.  By  1980,  however,  fully  18  percent  of  all 
births  were  out  of  wedlock,  a  near  quadrupling  of  the  share.*^  That 
share  varies  by  race,  with  48  percent  of  nonwhite  and  11  percent  of 
white  births  out  of  wedlock  in  1980.  That  increase  results  from  four 
important,  concurrent  demographic  trends:  (1)  Ehiring  the  19708 
^d  1980s  the  large  baby  boom  cohort  has  been  passing  through 
the  age  groups  most  at  risk  (i.e.,  with  the  highest  rates)  of  births 
out  of  wedlock.  Even  if  birth  rates  in  and  out  of  wedlock  held  ex- 
actly constant  for  all  age  groups,  the  share  of  all  bkths  that  were 
out  of  wedlock  would  increase  because  of  the  size  of  this  cohort.  (2) 
There  has  been  an  increasing  pattern  of  delayed  marriage,  increas- 
mg  the  relative  size  of  the  group  of  women  exposed  to  rates  of 
births  out  of  wedlock.  (3)  The  rate  of  births  out  of  wedlock  has  been 
increasing  for  teenagers  and  women  in  their  twenties.  (4)  Marital 
fertility  rates  have  been  declining  to  all  age  groups,  reducing  the 
number  of  marital  births. 

Any  discussion  of  births  out  of  wedlock  is  incomplete  without  ref- 
erence to  the  role  played  by  abortion  in  reducing  the  number  of 
such  births.  A  very  high  proportion  of  all  premarital  conceptions 
are  terminated  by  abortions.  In  1980,  30  percent  of  all  conceptions 
ended  in  abortions,  and  79.4  percent  of  all  abortions  were  to  im- 
married  woman.^^  Whereas  9.8  percent  of  marital  pregnancies 
were  terminated  by  abortion,  64.9  percent  of  nonmarital  pregnan- 
cies so  terminated.^^  The  highest  proportion  of  abortions  occur  to 
young  women;  fully  two-thirds  are  to  women  under  age  25  and 
about  half  of  them  were  to  teenagers.  The  abortion  rate,  which  rose 
through  the  1970s,  stabilized  in  the  early  IQSQs.^^ 

Living  Arrangements 

Researchers  have  not  investigated  issues  of  changing  living  ar- 
rangements to  the  same  extent  as  marital  patterns  and  premarital 
births  A  major  stumbling  block  to  addressing  this  issue  is  the  lack 
of  appropriate  data  over  an  extended  period  of  time.  In  fact,  the 
Bureau  of  the  Census  has  only  very  recently  begun  collecting  suffi- 
cient information  on  their  major  social  surveys  to  correctly  identify 
female  family  heads  (with  children)  who  are  living  in  households 

c/'«?*fSf^°"  ^^^-ri^i?  ?^?5*°'^?t^e^i?^'  "^l^^  Statistics  Vital  Sutiitics  of  the  United 
Stales  1963  and  1979  Natality  VS  Department  of  Health  and  Human  Services.  Waahmgton, 

Thornton  and  Freedman,  p.  2L 

^"^A  ^'^"^^l  Characteristic,  of  Abortion  Patienta  m  the 
United  States,  1979  and  1980  Family  Planning  Perspectives.  Vol.  13,  January/ February  1983.  p. 

"  Ibid. 

*u"TT"-/!?cIl%i^"iQ?*  ^^"Jo??!."?!^"^  P^S!^^  ^""^^  Ellen  Blame.  Abortion  Semccs  in 
the  United  States,  .981  and  19SZ  Family  Plannmg  Perspectives.  Vol.  16,  May/June  1984.  p.  120. 
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headed  by  a  relative  (usually  a  parent).  Technically,  such  a  group- 
ing is  called  a  "subfamily." 

Nevertheless,  even  without  knowing  how  many  female-headed 
subfamilies  there  have  been  at  different  times,  some  inferences 
may  be  drawn  about  changing  patterns  of  living  arrangements  of 
women  who  are  not  currently  married  and  living  with  their  hus- 
bands. There  are  indications  that,  at  least  in  recent  years,  an  in- 
creasing proportion  of  such  women  are  living  on  their  own  rather 
tlum  as  members  of  other  households,  or  that  the  "headship"  rate 
among  women  is  increasing.  An  examination  of  different  groups  of 
people  accordhig  to  their  age  and  sex  shows  that  between  1970  and 
1980,  the  headship  rate  among  never-married  women  of  all  age 
groups  increased  substantially  and  to  a  greater  extent  than  among 
men  of  the  same  categories.  Among  never-married  women,  the 
headship  rate  (the  proportion  of  never-married  women  who  head 
their  own  households)  increased  more  than  20  percentage  points  for 
women  aged  35  to  44, 18  points  for  women  25  to  34  and  6  points  for 
women  15  to  24.^^  The  increase  was  substantially  greater  among 
never-married  women  than  among  those  who  were  widowed  or  di- 
vorced, although  the  headship  rates  among  these  groups  ^ere  al- 
ready very  high.  These  increasing  headship  rates  provide  an  indica- 
tion of  changing  patterns  of  living  arrangements.  As  more  immar- 
ried  women  are  choosing  to  live  on  their  own,  the  assumpiion  is 
that  they  are  generally  more  independent  in  terms  of  their  own  fi- 
nancial support. 

Similarly,  the  data  presented  above  in  Chart  3.1  and  Tables  3-3 
and  3-4  demonstrate  that  the  increasing  tendency  for  women  with 
children  to  head  their  own  families  rather  than  to  live  as  subfami- 
lies accounted  for  7  to  10  percent  of  the  growth  of  female  headed 
families  from  1960  through  1980.  This  additional  evidence  supports 
an  assumption  that  the  increasing  tendency  for  unmarried  women 
to  head  their  own  households  is  not  entirely  focused  among  women 
without  children. 

Relationships  Between  Demographic  Trends  and  Children's 

Experiences 

A  summary  of  the  current  effects  of  high  rates  of  divorce  and  re- 
marriage on  the  Nation  s  children  can  be  gleaned  from  several 
analyses.  In  addition  to  their  finding,  cited  above,  that  over  one- 
third  of  all  children  will  experience  some  marital  disruption,  Bum- 
pass  and  Rindfuss  note  that  there  are  large  differences  among  pop- 
ulation groups  regarding  these  experiences.  Black  children  are  far 
more  likely  to  ever  experience  a  marital  disruption;  if  prevailing 
rates  of  divorce  and  widowhood  of  the  mid-1970s  continue,  current- 
ly nearly  60  percent  of  black  children  will  live  in  a  disrupted 
family,  compared  to  about  a  third  of  white  children.  The  black  chil- 
dren also  mil  spend  a  longer  time  in  single-parent  families  than 
will  white  cWldren.  Five  years  after  divorce  or  widowhood,  the 
mothers  of  80  percent  of  the  black  children  who  are  still  under  18 


Sweet,  Jsunra  A.  Componenta  of  Change  in  the  Number  of  Houicholdt,  1970-1980  Dempg- 
r»pby,  vol.  21,  May  1984.  p.  134. 
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stai  will  not  have  remarried;  for  whites,  the  comparable  figure  jb 
only  one  third.^* 

These  figures  include  only  children  of  women  who  have  ever 
been  mamed.  If  women  whose  children  were  bom  out  of  wedlock 
were  included,  a  substantially  higher  proportion  of  all  black  chil- 
dren would  ever  live  in  female-headed  families.  But,  as  Bumpass 
and  Rindfuss  point  out,  marriage  rates  for  women  whose  children 
are  bom  out  of  wedlock  are  higher  than  are  remarriage  rates  for 
divorced  women  with  children,  so  the  duration  of  living  in  a  dis- 
mpted  family  would  be  somewhat  shorter  for  both  blacks  and 
whites.^^  For  example,  within  two  years  after  a  first  birth  out  of 
wedlock,  more  than  50  percent  of  women  have  married.  But  it  is 
only  after  five  years  that  nearly  the  same  proportion  of  divorc^  or 
separated  women  have  remarried.'*® 

Another  demographic  factor  related  to  marital  dissolution  and 
remarriage  is  the  age  at  which  a  woman  has  her  first  birth  and 
whether  that  birth  was  premaritally  conceived.  Women  whose  first 
birth  occurred  before  she  reached  age  20  are  more  than  three  times 
as  likely  to  separate  within  the  first  five  years  of  marriage  than 
are  women  whose  fixst  birth  occurred  after  the  age  of  20.  Women 
who  bore  their  first  child  before  age  18  are  particmarly  vulnerable, 
with  a  probability  that  one  in  five  will  separate  within  the  firat 
five  years  of  marriage,  compared  to  fewer  than  one  in  twenty 
among  women  bearing  a  first  child  after  age  20.  If  that  birth  was 
premaritally  conceived,  the  likelihood  of  separation  at  all  ages  is 
even  higher,  and  if  a  woman  had  the  birth  out  of  wedlock  and  sub- 
sequently married,  the  probabilities  of  a  separation  in  that  mar- 
riage are  much  higher.'*^  In  addition,  marital  dismptions  to  teen- 
age mothers  are  more  likely  to  occur  when  the  children  are  yoimg- 
er  than  is  the  case  among  women  who  had  their  first  births  at 
later  ages>2  These  findings  indicate  that  children  of  teenage  par- 
ents are  much  more  likelv  to  spend  time  in  female-headed  families 
than  are  children  of  older  mothers,  regardless  of  whether  they 
were  conceived  or  bom  out  of  wedlock. 

Finally,  the  likelihood  of  remarri^e  also  is  affected  by  the  age 
at  which  a  woman  first  gave  birth.  If  she  gave  birth  before  age  20, 
a  woman  is  much  less  litely  to  remarry  after  a  separation  than  if 
she  had  her  first  child  later,  again  regaidless  of  whether  the  birth 
was  premaritally  conceived.  The  differences  according  to  age  of 
first  birth  with  respect  to  remarriage,  however,  are  not  so  large  as 
the  differences  according  to  race,  for  black  women  are  much  less 
likely  to  remarry  than  are  white  women.  McCarthy  and  Menken 
find  that  the  effects  of  timing  of  first  birth  continue  even  into  the 
dissolution  of  second  marriages;  nearly  a  fourtti  of  all  remarried 
women  who  gave  birth  before  20  are  likely  to  separate  within  five 
years  of  their  second  marriage,  compared  to  only  16  percent  among 
the  older  mothers.'*  ^ 


Bumpass  and  Hindfuis,  p.  55-61. 
»•  Ibid.,  p.  152. 

McOirth^ ,  Jamet  and  Jane  Menken  Marriage,  Remarriage,  Mantal  DisrupUon  and  ige  at 
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McCarthy  and  Menken,  p.  27. 
*»  Baldwin,  Vfmdy  and  Virginia'i  S.  Cain.  The  Children  of  Teenage  Births.  Familv  Plannma 
Perspcctivefl.  12:1  January/February  1980  p.  38. 
♦'McCarthy  ano'  Menken,  p.  28. 
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4.  Possible  Effects  of  Policies  on  Family  Fomtation  and 
Dissolution 

In  recent  years,  analysts  and  policymakers  alike  have  expressed 
concern  that  Government  policies  may  be  encouraging  the  increase 
in  divorces  and  births  out  of  wedlock,  thereby  imintentionally  in- 
creasing the  rate  of  poverty  among  female-headed  families  and 
children.  A  number  of  studies  have  addressed  the  issue  of  whether 
current  welfare  programs  encourage  the  formation  of  female- 
headed  families,  focussing  particularly  on  the  Aid  to  Families  with 
Dependent  Children  (AFDC)  program  and  the  Food  Stamp  Pro- 
gram. The  findings  are  not  consistent;  megor  alternative  perspec- 
tives are  reviewed  here. 

The  lower  rate  of  legitimation  of  premarital  conceptions  seems  to 
show  that  more  women  (and  their  families)  are  willing  to  have 
births  out  of  wedlock.  Some  analysts  have  argued  that  AFDC  bene- 
fits and  other  welfare  programs  have  encouraged  young  women  to 
keep  their  babies  and  not  to  get  married  because  there  are  certain 
means  of  support  under  these  circumstances.  For  example,  Murray 
argues  that  "the  old-fashioned  solution  of  getting  married  and 
living  off  the  combined  earned  income  has  become  markedly  less 
appealing."  The  implication  is  not  that  young  women  have  chil- 
dren in  order  to  qualify  for  programs,  but  rather  that,  faced  with 
an  unplanned  pr^nancy,  there  are  fewer  incentives  today  than 
formtrly  for  the  young  women  to  marry  or  give  their  babies  up  for 
adoption.  Murray  asserts  that  decisions  about  marriage  and  work 
are  directly  affected  by  changing  economic  realities  that  make  it 
possible  for  the  young  woman  to  live  a  better  life  if  she  keeps  the 
baby  and  relies  on  public  assistance. 

Murray  analyzes  a  h3rpothetical  situation  of  income  obtainable 
from  work  and  welfare  to  a  young  couple  who  have  conceived  a 
child  out  of  wedlock.  He  examines  their  income  perspectives  in 
both  1960  and  1970,  and  addresses  the  logic  both  of  their  marrying 
and  of  their  working  given  the  programs  existing  at  those  times. 
He  concludes  that  changes  made  to  welfare  programs  in  the  1960s 
made  it  irrational  for  a  young  couple  to  marry,  although  they 
might  want  to  live  together  unmarried.  Murray  contends  that  pro- 
gram changes  in  this  decade  must,  therefore,  have  increased  the 
rate  of  births  out  of  wedlock  to  the  extent  that  people's  behaviors 
were  consistent  with  this  logic.'*^  (By  this  logic,  the  general  decline 
in  real  benefits  during  the  1970s  Bhculd  have  decreased  the  rate  of 
births  out  of  wedlock  but  this  did  not  happen.) 

In  another  example,  Fuchs  cites  a  study  in  a  single  county  (Ven- 
tura County,  California)  that  found  that  among  teenage  women 
who  became  pregnant,  those  who  were  eligible  for  public  assistance 
were  much  more  likely  to  deliver  out  of  wedlock  than  to  select 
other  alternatives.*® 

In  another  analysis  of  the  relationship  between  changes  m  wel- 
fare over  time  and  trends  in  births  out  of  wrilock,  Becker  views 


««  Murray.  Charica.  The  War  on  Poverty.  1965-1980.  The  Wilaon  Quarterly.  Autumn.  1984.  p. 
"Murray.  Charlea  A.  Losing  Ground.  American  Social  Policy  1950-1980.  New  York.  Ba«ic 
^•Fiichs,*  Victor!^ How  We  Live.  Cambridge.  Mass..  Havard  University  Preas.  p.  106. 
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the  increases  in  aggregate  welfare  expenditures  and  increasing  pro- 
portions of  births  occurring  out  of  wedlock  and  concludes,  'TPhe  ex- 
pansion of  welfare,  alon^  with  tb^  general  decline  in  the  gain  from 
mamage,  explains  the  sizable  grovrth  in  the  ratio  of  illegitunate  to 
Intimate  birth  rates  .  . 

Other  studies  analyze  the  relationships  between  payment  of  wel- 
fare m  different  states  and  family  structure  under  varous  condi- 
tions. Moore  and  Caldwell,  for  example,  analyze  the  teenage  preg- 
nancy and  chndbearmg  in  relation  to  the  levels  of  AFIxTbenefits 
available  m  different  stat^They  find  first  that  States  with  high 
benefits  or  hirfi  levels  of  AFDC  acceptance  rates  do  not  show  a^- 
mficantly  higher  incidence  of  premarital  pregnancy.  They  then 
find  that  there  is  "no  statistically  significant  evidence  linking  wel- 
fare availability  with  the  probability  of  camdng  an  out  of  wedlock 
pregnancv  to  an  put  of  wedlock  birth."  They  conclude  that  nei- 
ther tlie  level  of  AFDC  benefits  nor  the  program  participation  rate 
serves  as  incentives  to  out  of  wedlock  chudbearing. 

In  their  analysis  of  1970  Census  data  for  low  income  urban  areas, 
Koss  and  Sawhill  find  that  welfare  benefit  levels  appear  to  modest- 
ly increase  the  proportion  of  nonwhite  women  heading  families 
with  children.  They  find  no  such  effect  for  white  women.  They  sug- 
gest that  the  two  most  likely  behavioral  causes  of  this  effect  among 
nonwhites  are  first,  an  increased  likelihood  that  unmarried  women 
with  children  will  set  up  their  own  household  rather  than  live  with 
a  parent  and  second,  a  reduced  likelihood  that  women  in  locations 
with  higher  benefit  levels  will  marry  (if  unmarried)  or  remarry  (if 
divorced  or  separated).*® 

.,^^^^^2  questions  the  logic  of  both  types  of  analysis  presented 
thus  far.  He  notes  that  the  inferences  of  time  series  analyses  simi- 
lar to  those  of  Murray  and  Becker  are  not  supported  by  data  on 
State  level  births  out  of  wedlock.  He  contends  that  the  long-term 
increases  both  m  the  ratio  of  births  out  of  wedlock  to  marital 
births  as  well  as  in  aggregate  welfare  payments  do  not  demon- 
strate a  Imkage  between  the  two,  for  other  factors  could  be  affect- 
ing either  or  both  trends  independently.  Vining  also  questions  the 
Moore  and  Caldwell  cross-sectional  analysis,  for  he  notes  that  even 
though  differences  in  current  rates  of  birth  to  unmarried  women 
are  not  related  to  the  level  of  payments,  changes  in  the  rates  could 
still  be  related  to  changes  in  the  levels  of  benefit  payments  over 
time  For  example,  the  incidence  of  births  out  of  wedlock  could  be 
mcreasmg  over  time  along  with  the  levels  of  welfare  payments. 
Fhis  could  occur  in  the  absence  of  any  relationship  between  the 
vanables  measured  at  a  single  point  in  time.  He  concludes 
that,  The  subject,  in  short,  remains  to  the  same  degree  marooned 
°"  » i?n  j;^<^^"^Patibilitv  of  the  cross-section  and  the  time  series 
Such  studies,  he  asserts,  can  establish  neither  the  linkage 
nor  the  absence  thereof  between  births  out  of  wedlock  and  welfare. 

1981^252         ^  ^  Treatise  on  the  Family.  Cambridge.  Mass.,  Harvard  University  Press. 

^•Mwre.  Kristin  and  St«ven  Caldwell  The  Effect  cf  Government  Policies  on  OutK)f-Wedlock 
^fj^^  Pregnancy  Family  Planning  Perspectives.  Vol.  9.1.  July/ August  1977.  p.  166-167. 

ur  tu^^uF^i''  ^  Sl^  ^S?^it^^^>"  of  TransiUon  The  Growth  of  Families  Headed  by 
^omen.  Washington.  D.C,  The  Urban  Institute.  1975.  p.  114-120.  ramiu«»  ncaaea  uy 

9.  im^lo?  "^^^^'"^^      ^^^^^  ^0"^  Population  and  Development  Review.  Vol. 


ERLC 


120 

Taking  another  approach  to  attempt  to  find  if  there  is  a  relation* 
ship  between  welfare  and  family  structure,  numerous  studies  of  the 
income  maintenance  experiments  have  addressed  the  issue  of 
whether  the  alternative  program  rules  tested  in  these  programs  af- 
fected the  rate  of  marital  dissolution.  Several  of  these  studies  found 
that  guaranteed  income  maintenance  payments  for  intact  famines 
increased  the  likelihood  of  marital  dissolution. 

There  are,  however,  two  fundamental  problems  with  these  stud- 
ies for  the  purposes  of  this  analysis.  First,  they  cannot  identify  the 
effects  the  existing  welfare  programs  have  had  on  family  structure, 
for  they  were  testing  the  effects  of  a  different  system.  As  Wilson 
and  Neckerman  state,  "The  fmdings  are  not  generalizable  to  wel- 
fare; significant  results  were  found  precisely  because  of  differences 
between  the  'experimental'  (income  maintenance)  and  control 
(welfare)  groups.  The  experiments  suggest  the  consequences  of  re- 
placing the  current  welfare  system  with  an  income  maintenance 
program,  but  cannot  demonstrate  what  the  effects  of  the  current 
welfare  system  have  been."  ^  ,  ^ 

Second,  these  experiments  were  conceived  and  identined  to  the 
participants  as  limited  to  a  specified  time  period;  participants  knew 
that  in  a  period  of  years,  the  benefits  of  the  programs  would  no 
longer  be  available.  The  route  to  a  female  headed  famUy  mvolyes  a 
relatively  permanent  change  in  status,  whether  it  is  tw^beanng  a 
child  out  of  v/edlock  or  by  separating  or  divorcing.  The  logic  of 
basing  behavior  with  such  long  term  results  on  short  term  pro- 
grams is  questionable.  Ross  and  Sawhill  identify  this  problem  with 
respect  to  births  out  of  wedlock,^^  ^nd  the  same  issue  must  be 
raised  for  marital  dissolution. 

A  more  detailed  analysis  by  EUwood  and  Bane  addresses  some  ot 
the  issues  raised  by  Vining  and  others.  In  examining  the  relation- 
ship of  welfare  benefits  to  the  differences  in  family  structure  they 
find  that,  "Differences  in  welfare  do  not  appear  to  be  the  primary 
cause  of  variation  in  family  structure  across  states,  or  over  time. 
Largely  unmeasurable  differences  in  culture  or  attitudes  or  expec- 
tations seem  to  account  for  a  large  portion  of  differei  ces  in  birth 
rates  to  unmarried  women  and  in  divorce  ai;^  separation  patterns 
among  families  with  children."  ^3  ^    .  ^  ^ 

The  EUwood  and  Bane  analysis  is  the  most  complete  to  date  or 
the  effects  of  the  existing  welfare  system  on  family  structure.  Their 
conclusions  are  based  on  three  separate  analytic  techniques:  (1) 
"over  time  comparisons"  of  state  differences  in  changing  family 
structure  and  benefit  payments,  (2)  "eligible  vs.  ineligible  compari- 
sons'* both  of  divorce  rates  for  women  with  and  without  children 
and  of  birth  rates  of  married  and  unmarried  women,  and  (3) 
"Likely  vs.  unlikely  recipient  comparisons"  of  divorce  and  unmar- 
ried birth  rates  of  women  who  are  more  likely  recipients  of  welfare 
to  the  rates  of  women  who  are  less  likely  recipients.  They  note  that 
their  findings  were  highly  consistent  regardless  of  the  methodolo- 
gies used. 


»*  Wilson  and  Neckerman,  p.  29, 

"  ll]S<Sf  Da^d  T.  Ld  Mary  Jo  Bane.  The  Impact  of  AFDC  on  Family  Structure  and  Uving 
Arrangement*.  Harvard  Univer«ity,  March  1984.  p.  1. 


ERIC 


U3 


121 

In  addition  to  examining  family  structure  in  general,  they  ana- 
lyze the  behavioral  differences  that  generate  female-headt*^-  fami- 
lies. First,  although  they  do  not  find  a  relationship  between  the 
levels  or  changes  in  the  rates  of  AFDC  benefits  and  the  variation 
in  family  structure  across  states,  they  do  find  AFDC  to  have  a  dra- 
matic effect  on  the  living  arrangements  of  young  single  mothers,** 
In  states  with  low  benefits,  unmarried  mothers  are  much  more 
Wcely  to  live  with  a  parent  than  are  women  in  high  benefit  states* 
Second,  they  find  that  benefit  levels  modestly  mfluence  divorce  and 
separation,  primarily  among  young  married  mothers.  At  older 
ages,  the  effect  is  small.  Benefit  levels  were  not  found  to  influence 
the  child-bearing  decisions  of  unmarried  women  at  any  ages. 

In  summary,  Ellwood  and  Bane  state  that,  '\  .  .  the  more  signifi- 
the  frnn^y  str^^  or  living  arrangement  change,  the  less 
mfluence  AFDC  seems  to  have.  Living  arrangements  of  young 
mothers  are  most  sensitive  to  AFDC  benefits  since  the  only  ques- 
tion facing  the  young  mother  is  whether  or  not  she  can  afford  to 
live  mdependently.  Divorce  or  separation  involves  more  than  a  de- 
cision to  live  independently;  it  involves  a  more  complicated  sever- 
ing of  emotional  and  most  probably  financial  ties  that  husband  and 
wife  have  to  each  other.  Thus  AFDC  quite  expectedly  has  less 
impact.  It  has  its  largest  effect  on  women  who  married  young  who 
often  may  have  the  weakest  emotional  and  financial  ties.  Child- 
birth is  the  most  extreme  event.  It  involves  a  vastly  greater  change 
m  the  options  and  opportunities  a  woman  faces  and  a  high  level  of 
emotional  commitment.  It  seems  quite  plausible  that  such  decisions 
might  not  be  influenced  greatly  by  AFDC  benefits,  particularly 
smce  young  mothers  typically  live  in  a  parent's  home." 

In  searcWng  for  possible  c^^uses  of  the  dramatic  increase  in  black 
female-headed  families,  Wilson  and  Neckerman  identify  another 
factor  as  the  underl^dng  cause"  of  the  dramatic  rise  m  black  fami- 
lies headed  by  women:  the  deteriorating  employment  status  of 
black  men,  particularlv  young  men."  "  They  maintain  that  the 
trends  of  mcreasmg  joblessness  among  black  men,  combined  with 
high  black  male  mortality  and  incarceration  rates,  have  caused  a 
long-term  decline  in  the  proportion  of  black  men  in  stable  econom- 
ic conditions  and  with  the  ability  to  support  a  famUy.  They  call  for 
renewed  scholarly  and  public  policy  attention  to  the  connection  be- 
tween the  disintegration"  of  poor  black  families  and  black  male 
prospects  for  stable  employment. 

In  the  case  of  whites,  Wilson  and  Neckerman  find  it  likely  that 
the  chief  cause  of  the  rise  of  separation  and  divorce  rates  is  the  in- 
creased economic  independence  of  white  women,^''  which  makes 
the  dissolution  of  a  bad  marriage  a  more  realistic  alternative  than 
m  the  past. 

5.  Conclusions 

The  analysis  in  this  chapter  indicates  that  changes  in  the  demo- 
graphic composition  of  the  nation's  population  have  affected  the 


»*  EUwood  and  Bane»  p.  3. 
"Ibid.,  pp.  6-7. 

Wilson  and  Neckerman*  p.  34*35. 

Wilflon  and  Neckerman»  p.  37, 
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number  of  children  in  poverty  as  well  as  the  rate  of  poverty  amonff 
children.  However,  these  changes  have  not  been  simple  or  isolated 
from  other  factors  related  to  changing  levels  of  poverty.  One  point 
that  must  be  made  about  such  demographic  analysis  is  that  while 
it  can  demonstrate  the  relationship  between  changing  marital  pat- 
terns, fertility  behavior,  and  poverty  rates,  it  does  not  demonstrate 
why  different  groups  of  the  population  are  subject  to  different  rates 
of  poverty.  Demographic  analysis  represents  a  first  level  of  inquinr 
in  better  understanding  changing  patterns  of  poverty  among  chil- 
dren. Further  analysis  of  the  social  and  economic  life  experiences 
of  people  in  different  groups  is  required  to  explain  how  the  demo- 
graphic factors  operate  the  way  they  do. 

Over  the  last  25  years  the  proportion  of  femcde-headed  families 
in  the  population  has  increased  substantially.  Since  children  in 
these  families  are  considerably  more  prone  to  poverty  than  are 
children  in  male-present  families,  this  change  in  family  composi- 
tion has  been  associated  with  an  increase  in  poverty  among  chil- 
dren. However,  this  analysis  has  shown  that  while  family  composi- 
tion matters,  it  edso  interacts  with  other  factors  and  thus  its  elfect 
is  not  sunple  or  predictable.  Family  comi)osition  interacts  with 
race,  for  there  have  been  larger  increases  in  recent  years  in  the 
poverty  rates  among  black  chiXiren  in  female-headed  families  than 
among  their  white  counterparts.  In  addition,  the  rates  of  poverty 
among  black  children  remain  higher  than  among  white  children 
regaraless  of  what  type  families  they  live  in. 

Family  composition  also  interacts  with  the  number  of  children  in 
a  family,  for  while  the  average  size  of  all  types  of  families  has  de- 
clined in  recent  years,  the  decline  has  been  greater  in  male-present 
families  than  in  female-headed  families.  The  incidence  of  poverty  is 
much  higher  among  larger  families,  and  these  smaller  families  con- 
tribute fewer  children  to  the  overall  count  of  children  in  poverty. 
Since  the  prevalence  of  larger  families  has  not  declined  as  rapidly 
among  female-headed  families  and  these  families  are  subject  to 
higher  poverty  rates,  this  interaction  has  operated  to  hold  poverty 
rates  higher. 

Finally,  the  relative  changes  in  the  poverty  rates  have  been  dif- 
ferent for  children  in  male-present  and  female-headed  families. 
Poverty  rates  among  children  in  female-headed  families  have  been 
more  persistent  and  have  not  shown  as  dramatic  long-term  shifts 
as  among  other  children.  Thus,  changes  in  the  number  of  all  chil- 
dren in  poverty  have  been  more  a  reflection  of  larger  relative 
changes  m  rates  among  children  in  male-present  families  than 
among  those  in  female-headed  families. 

In  sum,  the  combined  effect  of  these  varying  cross-currents  of  de- 
mographic influence  appears  to  have  been  to  increase  the  poverty 
rate  above  what  it  would  have  been  in  the  absence  of  changing  de- 
mographic behavior.  Although  the  rate  of  change  has  been  most 
rapid  over  the  past  decade,  changes  in  family  composition  do  not 
appear  to  have  been  a  transient  product  of  current  trends.  The 
changes  have  been  deeply  embedded  in  historical  patterns  of 
changing  marriage,  divorce,  and  childbearing  behavior. 

There  are  two  perspectives  that  can  be  focussed  on  with  respect 
to  the  demographic  aspects  of  this  issue.  First,  with  more  than  80 
percent  of  ail  children  still  in  male-present  families,  any  changes 
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m  their  poverty  rates  will  affect  a  large  number  of  children, 
becond,  with  more  than  50  percent  of  all  poor  children  m  ?^male- 
headed  families  with  their  very  high  poverty  rates,  any  change*  in 
their  poverty  situation  will  alf>o  affect  a  large  number  of  children. 

Finally,  this  chapter  examined  the  effects  of  Federal  policies  on 
changing  family  composition  to  determme  if  public  policy  inadvertr 
ently  was  mcreasmg  the  share  of  female-headed  families  m  the 
population.  Analyses  of  this  issue  have  not  reached  a  consensus, 
but  the  most  thorough  analysis  to  date  indicates  large  effects  on 
the  livmg  arrangements  of  mothers  who  are  currently  not  married. 
Policies  appear  to  increase  the  proportion  of  such  women  who  live 
on  their  own  rather  than  living  with  other  relatives,  but,  according 
to  this  study.  Federal  programs  do  not  appear  to  have  much  effect 
on  rates  of  divorce  or  birth  rates  to  unmarried  women. 


ERIC 


146 


CHAPTER  IV.  EARNINGS  AND  POOR  CHILDREN* 


L  Introduction 


Most  children  need  a  working  parent  if  they  are  to  avoid  or 
escape  poverty,  but  many  parents  have  sub-poverty  earnings. 

As  noted  at  the  outset  of  this  report,  more  than  one-fourth  of 
children  would  have  been  classified  as  "poor"  in  1983  if  their  fami- 
lies had  received  no  money  other  than  earnings  and  other  market 
income.  Their  market  income  poverty  rate  was  25.8  percent.  Gov- 
ernment cash  transfer  payments,  principally  social  security  and 
Aid  to  Families  with  Dependent  Children,  reduced  this  rate  by  3.6 
percentage  points  to  the  official  poverty  level  of  22.2. 

The  incidence  of  market  income  poverty  among  children  climbed 
steadily  from  1978  to  1983,^  making  it  more  difficult  and  more  ex- 
pensive for  Government  to  reduce  poverty  through  cash  transfers. 

To  better  understand  the  persistence  of  market  income  poverty, 
this  chapter  studies  the  earning  patterns  of  families  with  children 
in  1982-1983  by  race,  educational  attainment,  family  type,  and  age. 
Chapter  V  then  explores  the  relationship  of  unemplo^  naent  and 
income  distribution  to  poverty  among  children.  Chapter  VI  exam- 
ines Government  transfer  payments  and  childhood  poverty. 

This  chapter  identifies  certain  families  who  are  much  more 
likely  than  others  to  have  insufficient  earnings:  for  example, 
mother-child  families,  especially  those  of  never-married  mothers, 
and  families  whose  head  did  not  complete  high  school.  These  fami- 
lies generally  work  fewer  hours  during  the  year  than  others.  How- 
ever, the  chapter  shows  that  even  full-time  year-round  work  by  a 
parent  does  not  guarantee  a  child  against  poverty.  Indeed,  in  1983 
an  estimated  2.5  million  children  were  poor  although  a  parent 
worked  more  than  2,000  hours  each  year.  These  children  of  the 
full-time  working  poor  represented  more  than  one-sixth  of  all  poor 
children  in  1983.  To  overcome  their  poverty  would  require  a  second 
earner,  higher  wages  for  the  first  earner,  or  cash  supplements  to 
the  first  earner *s  full-time  earnings.  For  some,  non-cash  benefits 
such  as  food  stamps  and  Medicaid  relieved  problems  caused  by  too 
little  money. 

Chapters  II  and  Illprovide  some  clues  in  understanding  poverty 
and  its  correlates.  They  show  that  female-headed  families  and 
black  families  are  much  more  likely  to  be  poor  than  male-present 
families  and  white  families.  This  chapter  shov/s  that  families' 
annual  earnings  are  related  to  many  factors,  including  educational 
attainment,  age,  sex,  and  race  of  the  parent;  and  marital  status  of 
the  mother. 


*  Thomas  Gabe  and  Bob  L>ke  co^uthored  thi&  chaptei.  Mx.  Gabe  compiled  tho  tables  and  pre 
pared  the  computer  gnphi. 
>  Seo  Table  ^5  (Chapter  VI)  for  market  income  poverty  rates  of  children,  1972  1983. 
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Prmcipal  findings,  all  pertaining  to  1982-1988,  include: 
—Higher  earnings  are  directly  related  to  educational  attainment 
Mameu  latners  who  completed  high  school  earned  almost  50 
percent  more  per  year  than  those  who  did  not.  Those  who  com- 
pleted some  college  earned  almost  half  again  as  much  as  those 
who  did  not  go  beyond  high  school.  For  mothers,  those  who  re- 
ceived a  high  school  diploma  earned  almost  90  percent  more 
than  those  who  did  not;  those  who  xmdertook  some  college 
study  increased  earnings  by  more  than  one-half  again. 
—Earnings  are  associated  with  sex.  Hourly  earnings  of  married 
fathers  with  the  same  level  of  educational  attainment  general- 
ly were  two-thirds  higher  than  those  of  mothers. 
—Earnings  of  fathers  are  clearly  associated  with  race.  Black 
marned  fathers  earned  about  30  percent  less  per  year  than 
white  married  fathers,  at  each  level  of  educational  attainment. 
The  black  fathers  in  1982-1983  worked  18  percent  fewer  hours 
per  year,  on  average,  and  their  average  hourly  earnings  were 
lower  than  those  of  white  married  fathers. 
—Black  mothers  raising  children  alone  earned  about  20-30  per- 
cent less  per  year  than  white  single  mothers  with  the  same 
level  of  schooling.  However,  black  mothers  in  married-couple 
familes  earned  about  40  percent  more  per  year,  on  average, 
than  such  white  mothers,  and  for  each  level  of  schooling  the 
black  wives  had  higher  earnings.  Black  wives  worked  about 
one-tmrd  more  hours  during  the  year  than  white  wives  and 
earned  almost  as  much  per  hour. 
—Fathers'  earnings  alone  were  sufficient  to  keep  79  percent  of 
the  children  in  white  married-couple  families  out  of  poverty 
and  58  percent  of  those  in  comparable  black  families  out  of 
poverty.  Black  children  were  more  likely  to  be  poor  on  the 
basis  of  the  combined  earnings  of  their  mother  and  father  than 
white  children  on  the  basis  of  only  their  father's  earnings. 
—Full-time  year-round  jobs  of  single  ir.others  failed  to  over-come 
poverty  m  1982-83  for  12  percent  of  their  children.  The  pover- 
ty rate  for  children  of  married  couples  whose  fathers  worked 
full-time  all  year  averagfed  6  percent. 
~?^!aa^^  marned  men  with  children,  most  worked  more  than 
2,000  hours  a  year:  72  percent  of  whites  and  58  percent  of 
blacks.  Single  mothers  were  less  likely  to  work  full-time:  35 
Mrcent  of  whites  and  26  percent  of  blacks  did  so. 
—Earnings  of  family  members  other  than  the  family  head  were 
a  significant  source  of  income  for  female-headed  families  with 
children.  These  earnings  accounted  for  8  percent  of  total 
income  of  such  families  who  were  non-poor  and  three  percent 
for  those  who  were  poor. 
—Women  with  less  education  are  likely  to  have  children  at  a 
younger  age,  and  to  have  more  children,  than  those  who 
remain  in  school  longer.  All  of  these  factors  are  associated 
with  relatively  low  earnings. 
This  report  does  not  assess  the  relative  importance  of  various 
factors  associated  with  sub-poverty  earnings  of  families.  Multivar- 
iate methods,  such  as  multiple  regression  analysis,  would  be  re- 
(luired  to  determine  how  various  factors  are  interrelated  to  eam- 
mgs  and  poverty,  and  their  relative  significance.  The  specification 
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of  multivariate  models  depends  upon  the  theoretical  context  and 
the  specific  hypothesis  to  De  tested.  Althoxigh  there  is  agreement 
that  the  variables,  age,  race,  education,  and  sex,  are  related  to 
earnings  and  poverty,  consensus  is  lacking  as  to  how  these  and 
other  variables  are  mterrelated.^  Further,  this  chapter's  data  on 
earnings  by  age  deal  only  with  individuals  of  different  ages  in  the 
same  year  and  do  not  tell  about  the  experiences  of  persons  as  they 
grow  older.  For  the  latter,  longitudinal  data  would  be  required. 

The  analysis  m  this  section  does  not,  and  can  not,  reflect  Ppssible 
earnings  obtained  m  the  soKjalled  "underground  economy.  Such 
eaming8--^h  payments  and  goods  or  services  received  for  serv- 
ices performed-— are  not  reported  for  income  tax  or  social  secunty 
purposes. 

2.  Poverty  Rates  of  Children:  Relationship  to  Parentis 
Characteristics  ^ 

Relationships  op  Parent's  Age,  Education,  and  Race  by 

Poverty 

A  parent's  age,  educational  attainment,  and  race  relate  to 
annual  earnings  available  for  a  child's  support.  Further,  married- 
couple  and  female-headed  families  have  wide  differences  in  annual 
earnings.  When  these  factors  are  combined,  what  is  the  impact  on 
the  poverty  status  of  children? 

Chart  4.1  sums  up  the  situation.  As  one  reads  from  left  to  right 
on  the  chart,  from  mother-child  to  married  couple  families,  and 
within  them,  from  young  to  older  ages  of  the  family  head,  po\^rty 
rates  decrease.  Similarly,  poverty  rates  decline  as  one  moves  from 
top  to  bottom,  from  those  who  failed  to  complete  high  school  to 
those  who  succeeded,  and  within  these  groups  from  black  to  white. 
The  chart  shows  that  cliildren  in  female-headed  famihes  generally 
have  the  highest  poverty  rates.  If  their  mothers  are  under  30  years 
old  and  did  not  complete  high  school,  more  than  9  out  of  10  chil- 
dren are  poor,  black  or  white.  If  their  mothers  did  complete  high 
school,  the  rates  drop  for  both  blacks  and  whites,  but  relatively 
more  for  whites  than  blacks.  The  lowest  poverty  rates  for  children 
in  mother-headed  families  are  those  at  the  bottom  of  the  second 
column:  those  in  which  mothers  are  both  over  30  years  old  and 

*  See  Gian  Singh  SahoUi.  Theonw  of  Personal  Income  Distribution.  A  Survey  Journal  of  Eco- 
nomic literature,  Man;h  im  PP.  M4.  Vol.  XVI.      1.  nnnnl^^^.t* 

» Estimated  poverty  rates  *nd  other  data  presented  in  thu  chapter  are  based  on  pooled  datii 
from  the  Current  Population  Survey  (CPS)  of  the  Census  Bureau  for  March  1983^  and  Mwch 
19ii4  ireilectrng  1982  and  1983  income).  The  data  were  pooled  to  increase  sample  sije  and  thus 
allow  more  valid  comparisons  among  different  populaUpn  groupg.  To  assure  reliability  of  data. 
th»  chapter  presenU  Snly  estimates  based  on  at  least  76,(K)0  weighted  cases  (in  aa»r^oe  with 
Census  Bureau  guidelines).  The  sample  universe  represenU  84  percent  of  all  related  children 
and  82  percent  0?  all  poor  children.  ^    ^  .        i  r  nr 

in  order  to  identify  the  parents  of  children  in  the  CPS  the  chapter  exaramed  onlv  famiUca 
with  their  own  children  mever  married  sons  and  daughters  and  adopted  chil^n  M^^^ 
dren  under  18  yean  old;.  The  sample  represents  about  90  percent  of  all  xelated^drcn  hvmg 
m  mam«i^^     families  and  69  perwnt  of  all  related  children  m  female-headed  famihes  (89 
percent  o*"  all  related  poor  children  m  female-headed  families). 

The  estimates  are  on  an  annual  basis,  but  they  reflect  a  two-year  ftvorage  mid  hence  may 
differ  from  thoee  elsewhere  in  tho  report  Excluded  are  related  sub-familiee  (for  wtami)  e,.a 
mother  and  child  living  with  grandparents)  and  pppary  famUies  having  a  rejfjfd  wbfamily  m 
the  same  household  ifor  example,  grandparents  with  a  daughter  and  grandchlldJ  Also  excluded 
are  related  children  not  the  family*s  "own",  such  as  niecea,  nephews,  and  grandchildren. 
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high  school  graduates.  However,  even  in  these  families  nearly  3  in 
10  white  chUdren  and  more  than  5  in  10  black  children  are  poor. 
Completing  high  school  does  less  to  reduce  poverty  rates  for  an 
older  black  mother  than  for  an  older  white  one. 

OUT  4.1 

POVERTY  RATES  AMONG  CHILDREN:  1982  -  1983 
BY  FAMILY  TYPE  AND  HEAD'S  AGE.  RACE  AND  EDUCATION 

(faCDITS) 


BUCK  HEAD 

FAn.TD  TO'C0K?LrrE  H.S. 


VUITE  BEAD 

rJUUD  TO  COKPLCTE  R.S. 


BUCK 
HEAD  COKFLETH)  I.S. 


WHITE 


SiNGti: 
FEMALE-hEAO 


MARRIED 
COUPL£ 


•J    /'HEAD  COMPLETED  H.S. 


2Iott:    S.S.  BMns  hlsh  school 
LT  otans  Xtss  than 


Children  in  some  married-couple  families  have  higher  poverty 
rates  than  some  in  female-headed  families.  The  chart  shows  that 
children  of  young  white  fathers  who  failed  to  finish  high  school 
and  children  of  all  married  black  fathers  without  high  school  diplo- 
mas have  higher  poverty  rates  than  those  of  white  single  mothers 
who  completed  high  school  and  are  least  30  years  old. 

Diagonally  opposite  from  the  poorest  group  is  the  least  poor  one: 
children  of  white  married  couples  whose  father  is  at  least  30  years 
old  and  a  high  school  graduate.  Their  poverty  rate  is  only  6.5  per- 
cent. 

As  shown  in  Table  4-1,  the  relationship  of  college  study  by  a 
parent  to  a  child's  likelihood  of  poverty  varies.  In  mother-child 
families,  the  1982-1983  poverty  rate  for  children  whose  mothers 
had  some  college  work  was  45  percent  lower  for  whites  (but  only  30 
percent  lower  for  blacks)  than  for  children  whose  mothers  stopped 
schooling  after  completing  high  school.  In  contrast,  the  poverty 
rate  of  children  whose  father  undertook  college  study  was  52  per- 
cent lower  for  whites  0)ut  61  percent  lower  for  blacks),  than  for 
children  whose  fathers  did  not  go  on  to  college. 

At  each  level  of  the  parent  s  schooling,  poverty  rates  of  black 
children  exceeded  those  of  whites,  all  married-couple  families,  by 
85  percent;  single-female-headed  families,  by  51  percent.  For 
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female-headed  families  this  relative  racial  gap  widened  with  educa- 
tion. In  female-headed  families  whose  mother  completed  some  col- 
lege, nearly  one  out  of  every  two  children  was  poor.  Their  child 
poverty  rate  (47.3  percent)  was  more  than  double  that  of  corre- 
sponding white  children  (22.7  percent).  For  children  of  single  moth- 
ers who  failed  to  complete  high  school,  black  poverty  rates  were 
only  13  percent  above  those  of  whites. 

TABLE  4-1.--P0VERTY  RATES  AMONG  CHILDREN  IN  MARRIEWX)UPLE  AND  SINGLE 
FEMALE-HEADED  FAMIUES  BY  RACE  AND  PARENTS  HIGHEST  GRADE  OF  EDUCATION 
COMPLETED:  1982-83 

Total        While  Black 

Married-couple  families  (total)  

Father's  education  only: 

Failed  to  complete  high  school  ^  

Completed  high  school  

•       High  school  diploma  only  

Completed  some  college  ^  

Father  and  mother's  education: 


12.4 

11.3 

20.9 

31.1 

29.0 

39.6 

7.8 

7.3 

13.1 

11.0 

10.1 

17.5 

5.0 

4.8 

6.9 

39.1 

36.8 

44.9 

20.4 

18.6 

32.8 

20.2 

18.6 

29.7 

6.6 

6.2 

11.1 

55.8 

47.4 

71.5 

80.6 

76.8 

86.8 

43.1 

34.4 

61.6 

50.3 

41.0 

67.6 

29.5 

22.7 

47.3 

Only  father  completed  high  school ... 

Both  completed  high  school:  

Single  female-headed  families  (total)  *  

Mother's  education: 

Failed  to  complete  high  schooP  

Completed  high  school  

Highscnool  diploma  only  

Completed  some  college  ^  

*  Inclixfes  persons  who  did  not  start  high  school 

*  Includes  persons  who  were  graduated  from  college. 

Notc-TaWe  prepared  by  CRS  using  data  from  the  combined  March  1984  and  March  19^  Current 
Popoiatton  Suivey.  Data  are  fot  "(m  related  children"  m  primary  and  secondaiy  families  m  Pwerty  rates  in 
this  table  were  calculated  on  the  basis  of  the  Census  Bureau  definition,  applied  to  two  years  data. 

Impact  of  Full-Time  Working  Parents 

Poverty  rates  of  chUdren  with  a  full-time  working  parent  (one 
who  worked  more  than  2,000  hours  a  year)  averaged  61  percent  in 
married-couple  families,  where  the  father  was  the  primary  worker, 
but  11.8  percent  in  female-headed  families,  where  the  mother  v/as 
the  ,vorker  (Table  4-2).  In  part,  poverty  rates  were  lower  for  mar- 
iied-couple  families  whose  head  worked  full-time  than  for  single 
mothers  with  a  full-time  job  because  some  of  the  two-parent  fami- 
lies had  a  second  earner,  the  other  parent.  In  married-couple  fami- 
lies where  the  full-time  job  of  the  father  was  not  supplemented  by 
part-time  work  of  the  mother,  the  child  poverty  rate  was  9.9  per- 
cent. For  children  of  single  black  mothers  who  worked  full  time, 
the  incidence  of  poverty  exceeded  one  out  of  five  and  was  more 
than  double  that  for  whites  (20.8  percent  vs.  8.3  percent).  Married- 
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couple  families  in  which  both  parents  worked  full-time  neverthe- 
less expenenced  some  poverty;  2.6  percent  were  poor. 

TABLE  4-2.-P0VE(nY  RATES  OF  CHILDREN  WITH  A  PARENT  WHO  WORKED  MORE  THAN 
2,000  HOURS  A  YEAR,  1982-83 

 Total         White  Black 

Married-couple  families:  Father  worked  full-time  ^   6.1        58  94 

Female-headed  families:  Mother  worked  full-time  1 1.8        8!3  20!8 

1  In  some        fffniite,  the  seco^Kl  parent  also  worked;  If  MOOO  hours  a  year  the  chiW  poverty  rate 

"H^  V  ^JS?^'^^  HlF^^  ^  ^  Wian  2,000  hoars,  2.6  percent  If  SeSparent 
did  not  work,  the  chBd  poverty  rate  was  9.9  percent  ^ 

Hott-TaWe  prepared  ly  CRS  using  data  from  the  combined  March  1984  and  March  1983  Current 
PJpulahM  fl^%"(f^Ji^\^j^m^^  in  primary  and  secondary  famiOcs  only.  Poverty  ratw 

were  calculated  on  basis  of  the  Census  Bureau  defimton,  applied  to  two  years'  data. 

In  1982-1983,  32.5  percent  of  all  poor  children  in  married-couple 
families,  and  5.5  percent  of  all  poor  children  in  female-headed  fam- 
ilies, had  a  parent  who  worked  full-time  year  round.  This  means 
that  an  estimated  2.5  million  children  were  poor  (more  than  2.1 
million  in  married-couple  families)  despite  a  parent's  earnings  from 
more  than  2,000  hours  of  work. 

The  share  of  poor  married-couple  families  with  at  least  one  fall- 
time  working  parent  was  34.7  percent  for  whites,  22.7  percent  for 
blacks.  The  share  of  poor  %nother-child  families  with  a  full-time 
working  mother  was  5.1  percent  for  whites,  6  percent  for  blacks 

In  a  sizable  share  of  all  married-couple  families  with  children, 
both  parents  worked  full-time  in  1982-83.  16  percent  of  whites,  22 
percent  of  blacks. 

Impact  of  No  Working  Parent 

Poverty  rates  of  married-couple  families  with  zero  earnings  of 
either  parent  averaged  59  percent  (54  percent  for  whites,  71  per- 
cent for  blacks).  For  female-headed  families  with  no  reported  earn- 
ings of  the  mother,  the  poverty  rate  was  91  percent  (86  percent  for 
whites,  96  percent  for  blacks). 

Of  all  married-couple  families  with  children,  three  percent  had 
zero  reported  earnings  (3  percent  for  whites,  6  percent  for  blacks). 
Of  all  female-headed  families  with  children,  33  percent  reported 
zero  parental  earnings  (28  percent  for  whites,  43  percent  for 

DiaCKS/. 

3.  Share  of  Income  From  Work 

How  many  children  would  be  poor  it  families  had  no  other 
income  other  than  earnings,  and  those  earnings  were  held  con- 
stant? How  much  of  the  income  of  families  with  children  comes 
from  earnings?  These  questions  can  be  answered  by  looking  at  the 
contribution  earnings  make  to  total  family  income  and  comparing 
earned  income  to  the  official  poverty  thresholds.  As  was  described 
m  Chapter  H,  income  considered  in  determining  whether  a  house- 
hold is  poor  consists  of  both  market  income  and  government  cash 
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transfers.  Market  income  includes  earnings  of  the  father  the 
mother,  earnings  of  other  members  of  the  household,  and  otner  pri- 
vate sources  of  income  from  dividends  and  interest,  annuities  and 
pensions,  and  interfamily  transfers  such  as  alimony  and  child  sup- 
port. Government  cash  transfers  include  social  insurance  and  cash 
welfare  benefits. 

Children  whose  families'  earnings  are  too  low  to  overcome  pover- 
ty can  receive  government  transfer  aid  only  under  certain  circum- 
stances (described  in  more  detail  in  Chapter  VI.).  For  social  securi- 
ty benefits,  the  child  must  have  a  parent  who  earned  social  securi- 
ty coverage  through  work  before  retiring,  becoming  disabled,  or 
dying,  but  he  need  not  be  poor.  For  the  main  family  welfare  pro- 
gram of  cash  aid.  Aid  to  Families  with  Dependent  Children 
(AFDO,  the  child  must  be  needy  under  State  standards  and  gener- 
ally must  live  in  a  fatherless  fainily,  although  benefits  are  allowed 
in  25  jurisdictions  (including  ijie  District  of  Columbia  and  Guam)  to 
two-parent  families  if  the  second  parent  is  incapacitated  or  unem- 
ployed (defined  to  include  work  of  less  than  100  hours  a  month). 
Intact  families  with  full-tune  e&  ^  'ngs  are  ineligible,  r^ardless  of 
how  low  their  earnings. 

Poverty  Rates  op  Children:  Ikpact  of  Earnings 

earnings  op  mothers  raising  children  alone 

More  than  two-thirds  of  all  thp  children  in  female-headed  fami- 
lies would  be  poor  if  only,  the  earnings  of  the  mother  were  counted 
(Table  4-3).  If  cash  income  from  all  other  sources  also  were  count- 
ed, 56  percent  of  the  children  in  these  families  would  be  considered 
poor.  This  table  shows  that  black  children  in  female-headed  fami- 
lies are  about  one-fourth  more  likely  to  be  poor  on  the  basis  of 
their  mother's  earnings  than  are  white  children.  It  further  shows 
that  government  cash  transfers  reduce  the  poverty  rate  for  these 
black  children  proportionately  less  than  for  white  children  (5  per- 
cent compared  to  12  percent). 

Among  mothers  raising  children  alone,  divorced  or  separated 
mothers  come  closest  as  a  group  to  overcoming  poverty  through 
earnings,  at  the  other  extreme  are  never-married  mothers.  Poverty 
rates  based  on  mothers'  earnings  only  are  63  percent  and  82  per- 
cent respectively  for  those  two  groups.  Government  cash  transfers 
cut  poverty  rates  among  children  of  widowed  mothers  by  44  per- 
cent, compared  to  reduction  of  4  percent  for  children  of  never-mar- 
ried  mothers,  and  6  percent  for  children  of  divorced  or  separated 
mothers. 
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TABLE  4-3.-POVERTY  RATES  AMONG  CHILDREN  IN  SINGLE  FEMALE-HEADED  FAMILIES  BY  INCOME  SOURCE  AND  RACE  1982-83 


Income  source 

Tnbl 
lUwi 

Uivviceo  separaisa 

Wiooweo 

Total 

White 

Black 

Total 

White 

Black 

Total      White  Black 

Total 

White 

Black 

Mother's  earnings  only  

.  68.0 

62.8 

77.7 

82.1 

78.4 

83.9 

63.0     59.3  73.1 

78.0 

76.6 

80.1 

Plus  all  other  private  sources  

.  61.3 

53.7 

75.4 

80.5 

75.5 

82.9 

55.6     50.2  70.2 

65.7 

62.0 

75.5 

Plus  government  cash  transfers 

"official  poverty  rate"  

.  55.8 

47.4 

71.5 

77.5 

72.3 

80.1 

52.2     47.8  67.0 

36.5 

28.0 

58.7 

Note.— Table  prepared  by  CRS  usin^  data  from  t))e  combined  March  1984  and  March  1983  Current  Population  Survey. 


Data  are  for  "m  chiWren  in  primar)  and  se;ondary  families  only.  The  "offtdai  poverty  rates*  m  this  table  were  calculated  on  the  to  ol  the  Census  Bureau  definition,  applied  to 
twc  years"  data.  The  poverty  rates  In  the  first  t«ro  tm  mili  be  different  if  earnings  were  counted  after  other  pnvate  sources  *ather  than  Octore.  tamings  ire  listed  first  t^xause  families 
are  expected  to  rely  on  private  sources  of  incon^e  before  resorting  to  cash  transfers, 

CO 
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EARNINGS  OF  PARENTS  IN  MARRIED-COUPLE  FAMIUE8 

Fathers'  earnings  alone  would  leave  almost  one-fourth  of  the 
children  in  married-couple  families  poor:  42  percent  of  children  in 
black  families,  23  percent  in  white  families  (Table  4-4).*  If  the 
mother's  earnings  also  were  counted,  the  poverty  rate  for  black 
children  would  drop  by  36  percent,  that  of  white  children  by  29 
percent. 

As  in  the  case  of  female-headed  families,  government  cash  trans- 
fers reduce  the  poverty  rate  for  black  children  in  manied-couple 
families  proportionately  less  than  for  white  children  (14  percent 
versus  18  percent). 


TABLE  4-4.^P0VERTy  RATES  AMONG  CHILDREN  IN  MARRIED-COUPLE  FAMIUES  BY 
INCOME  SOURCE  AND  RACE:  1982-83  ^ 


• 

Income  source 

Total 

White 

Black 

Father's  earnings  only  

Plus  mother's  earnings  

Plus  all  other  private  sources  

Plus  government  cash  transfers  "official  poverty  rate".. 
 •  

24.4 
17.2 
15.0 
12.4 

22.5 
16.0 
13.8 
14.3 

42.3 
27.0 
24.4 
20.9 

Note— Tabid  prepared  by  CRS  usinj  data  from  the  combined  March  1984  and  Marcti  1983  Current 
Pwxjlation  Suivev.  Data  are  for  "own  cnlWren"  In  pnmary  and  secoodary  families  only.  The  ''official  poverty 
rates"  jn  this  table  were  calculated  on  the  basis  of  the  Census  Bureau  definition.  appSed  to  two  years  data. 


Composition  of  Income 
married-couple  famiues  versus  female-headed  famiues 

The  composition  of  income  of  families  with  children  differs  by 
family  type  and,  within  married-couple  families,  by  race  (Table  4- 
5).  Earnings  accounted  for  93  percent  of  income  of  married-couple 
families  in  1982-1983  and  for  69  percent  of  income  of  female- 
headed  families.  In  married-couple  families,  fathers'  earnings  ac- 
counted for  59  percent  of  total  income  for  blacks  and  72  percent  for 
whites,  mothers'  earnings,  31  percent  for  blacks  and  17  percent  for 
whites,  and  earnings  of  other  family  members,  3  percent  for  both 
blacks  and  whites.  In  mother-child  families,  mothers'  earnings  ac- 


*  Aside  from  the  'official  poverty  rates**  in  the  last  Iine»  which  are  based  upon  total  family 
income^  the  poverty  rates  in  Table  A~4  depend  upon  the  order  in  which  the  sources  of  income 
an»  iixted.  The  order  in  the  table  reflects  the  relative  contribution  of  the  income  sources  to  total 
income  of  mamed-couple  families,  fathers  on  average  earn  71  percent,  m9thers  on  average  earn 
18  percent,  «nd  so  un.  A  reason  for  listing  earnings,  and  other  private  income  before  Govern- 
mem  irzinsfer^  a  that  families  are  expected  to  rely  on  income  before  resorting  to  Government 
transfers.  However,  if  mothers'  earnings  were  listed  before  fathers*  earnings,  the  poverty  rate 
based  just  on  there  earnings  alone  would  bo  relatively  high  (since  mothers  on  average  earn 
about  oneHJuarter  of  what  fathen  do>  and  the  apparent  effect  of  fathers*  earnings  on  the  poverty 
rate  would  do  substantially  smaller. 

The  first  hne  m  Table  4-4  reflects  what  poverty  rates  for  children  would  be  if  fathers  eam- 
mgs  alone  were  considered  for  determining  who  is  poor,  it  does  not  reflect  what  the  rates  would 
be  if  such  earnings  actually  provided  the  only  income  married-couple  families  received  If  fa- 
then provided  all  of  their  families*  income,  they  probably  would  work  more  (or  seek  higher 
paying  work^  than  if  their  oamings  were  onl>  one  of  sevenil  sources  of  familv  income.  Thus,  If 
mamed  coupio  famines  suddenlv  Tost  all  soun;es  of  income  othex  than  what  the  fathers  provid 
ed,  the  father  would  likolv  work  more  snd  the  actual  pruvcrty  rates  based  on  their  earnings 
would  be  somewhat  lower  than  the  hyiwthetica]  rates  shown  above. 
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counted  for  62  percent  of  total  income,  and  earnings  of  family 
members  other  than  the  mother  accounted  for  7  percent. 

In  1982-1988,  91  percent  of  married-couple  families  with  cliiiaren 
had  eai*nmgs  from  the  father,  and  60  percent  had  earnings  from 
the  mother.  Among  female-headed  families  an  average  of  67  per- 
cent had  earnings  from  the  mother  (the  share  was  5&  percent  for 
never-married  mothers,  78  percent  for  divorced  or  separated  moth- 
ers, and  56  percent  for  widows). 

TABLE  4-5.-  PERCENT  OF  TOTAL  FAMILY  INCOME  FROM  VARIOUS  SOURCES  BY  FAMILY 
TYPE  AND  RACE:  1982  AND  1983 

MarRe(kouple  families       Femaie-hcaded  families 


While        Black        While  Black 


100.0 

100.0 

100.0 

100.0 

97.2 

95.6 

84.0 

73.7 

92.6 

92.9 

69.2 

68.9 

71.8 

59.2 

.0 

.0 

17.4 

30.6 

62.0 

62.7 

3.4 

3.1 

7.3 

6.2 

.7 

.8 

10.7 

3.7 

.8 

.8 

•  .7 

.S 

3.2 

1.0 

3.4 

.5 

2.8 

4.4 

16.0 

26.3 

.7 

1.3 

6.4 

4.7 

1.7 

2.3 

1.7 

2.1 

.3 

.9 

7.9 

19.5 

Total  

Prelransfer  income  

Earnings  

fathers'  earnings  

Mothers'  earnincs  

Other  members  earnings  

Child  support  and  alimony  

Pensions  

Interest,  dividends  

Government  transfers  

OASDI,  RR  retirement^  

Ul,  WC,Vetpapents2  

AFDa^l,GA3  

»OASDI  Is  Social  Security  (Old  Age  Survivors  and  Disability  Insurance). 

*UI  IS  Unemployment  Insurance.  WC  is  Worker's  Compensalton. 

'AFDC,  SSI  and  General  Assistance  are  incom^tested  cash  welfare  benefits. 

Source-  March  1983  and  1984  Current  Populatwn  Survey  (CPS).  Table  prepared  by  CRS.  Data  for  pnmaiy 
and  secondaiy  families  with  own  related  chiWren  and  non-negative  Income. 

FEMALE-HEADED  FAMIUES  BY  MOTHER'S  MARITAL  STATUS 

The  composition  of  income  for  families  with  children  headed  by 
mothers  differs  by  the  mother's  marital  status,  (a)  never-marriea, 
(b)  divorced  or  separated,  or  (c)  widowed  (Table  4-6).  For  never-mar- 
ried mothers  the  share  of  total  1982-1983  income  represented  by 
earnings,  child  support  and  alunonv,  and  cash  welfere  was  the 
same  for  black  and  white  families.  These  families  earned  59  per- 
cent of  income,  and  cash  welfare  payments  equaled  28  percent  of 
their  income,  on  average. 

Divorced  or  separate  mothers,  black  and  white,  both  earned  68 
percent  of  family  income  and  their  child  support  and  alimony 
shares  were  similar.  However,  in  this  group  cash  welfare  was  the 
second  largest  income  source  for  blacks,  whereas  for  whites  child 
support  and  alimony  was  the  second  largest  source.  Cash  welfare 
was  the  third  largest  source  for  divorced  white  mothers  raising 
children  alone.  For  blacks  the  third  largest  source  was  earnings  of 
other  family  members. 
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Composition  of  income  of  families  of  widowed  mothers  showed 
somewhat  more  variation  by  race.  Black  widows  earned  40  percent 
of  family  mcome,  whites.  80  percent.  Social  security  represented  88 
percent  of  black  family  mcome,  87  percent  of  white  income.  Other 
members  of  widowed  mother  families  earned  12-18  percent  of 
family  income,  the  largest  share  among  all  types  of  families  with 
children. 

TABLE  4-6.-^PERCENT  OF  TOTAL  FAMILY  INCOME  FROM  VARIOUS  SOURCES,  FEMALE- 
HEADED  FAMILIES,  BY  MOTHER'S  MARITAL  STATUS  AND  RACE,  1982  AND  1983 

«  Female  head,  mother's  martial  status 


Never  married       Divorced,  separated 


Widowed 


White 

Black 

White 

Black 

White 

Black 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

68.9 

67.6 

89.3 

78.8 

58.4 

57.4 

63.9 

64.3 

74.4 

73.6 

42.8 

51.5 

.0 

.0 

.0 

.0 

.0 

.0 

58.5 

58.9 

68.1 

67.8 

30.3 

39.8 

5.4 

5.3 

6.2 

5.8 

12.6 

11.7 

2.8 

•  2.7 

12.5 

4.5 

1.0 

1.2 

.0 

.3 

.1 

.3 

4.4 

3.5 

2.1 

.4 

2.3 

.4 

10.1 

1.3 

31.1 

32.4 

10.7 

21.2 

41.6 

42.6 

1.8 

2.6 

1.9 

2.4 

36.8 

33.3 

1.4 

1.4 

1.4 

2.5 

3.9 

2.9 

28.0 

28.4 

7.4 

16.3 

.9 

6.4 

Total.. 


Pretransfer  income  

Earnings  

Fathers'  earnings... 

Mothers'  earnings . 

Other  members 

earnings  

Child  support  and 


Pensions.. 

Interest,  dividends  

Government  transfers  

OASDI,  RR  retirement  ^ 
Ul,  WC,Vet  payments  2. 
AFDC,.SSI,GA3  


» OASD!  is  Social  Security  (Old 
*  Ul  Is  Unemployment  Insurance. 


^e  Survivors  and  DisalMlity  Insurance). 

   WC  is  Worker's  Compensation. 

3  AFDC,  SSL  and  General  Assistance  are  IncomMestcd  cash  welfare  tmfits. 
Source:  March  1983  and  1984  Current  Population  Suivey  (CPS).  lc\k  prepared  by  CRS.  Data  for  primary 
and  secondary  families  with  own  related  children  and  norvr)egative  Income. 


POOR  VERSUS  NON-POOR  FEMALE-HEADED  PAMIUES  WITH  CHILDREN 

The  income  composition  of  poor  mother-child  families  differs 
from  that  of  non-poor  mother-child  families.  On  the  average,  poor 
mother-child  families  depended  on  cash  welfare  for  one-half  of 
their  1982-1983  income  and  earned  another  third  (29  percent 
earned  by  the  mother).  Non-poor  families  depended  on  eammgs  for 
78  percent  of  income  (70  percent  earned  by  the  mother)  and  on 
child  support/alimony  for  9  percent.  In  both  poor  and  non-poor 
female-headed  families,  social  security  contributed  6  percent  of 
total  family  income. 

Never-married  poor  mothers  depended  on  cash  welfare  tor  bo 
percent  of  family  income  and  earned  another  24  percent  Poor  di- 
vorced or  separated  mothers  earned  32  percent  of  family  income 
and  poor  widows,  15  percent.  The  largest  single  source  of  income 
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for  poor  divorced  or  separated  mothers  was  cash  welfare  (47  per- 
cent); for  widows,  poor  and  non-poor,  it  was  social  security  (52  per- 
cent for  poor  families,  34  percent  for  the  non-poor). 

4.  Earnings  By  Family  Type,  Race,  Education,  and  Age 

Determining  what  accounts  for  family  earnings  is  a  complicated 
matter  and  it  is  particularly  difficult  when  appropriate  data  are 
not  available.  People  bring  to  the  labor  market  different  character^ 
istics  that  affect  how  much  they  work  and  how  much  they  are  paid. 
Their  education,  experience,  ability,  age,  health,  ambition,  and  de- 
pendability are  thought  to  be  significant.  People  also  have  different 
opportunities  to  earn  income  because  of  their  social  background, 
sex,  race,  family  responsibilities,  and  place  of  residence.  It  is  hard 
to  determine  which  factors  are  more  mfluential  than  others  since 
so  many  are  interrelated.  Family  background,  for  example,  often 
affects  the  education  one  receives,  which  in  turn  affects  one's 
knowledge.  But  knowledge  is  affected  by  family  background  and 
may  itself  affect  opportunities  for  education.  Similarly,  one  s  sex 
often  affects  family  responsibilities,  which  in  turn  affect  work  expe- 
rience. 

Whatever  specific  skills  a  worker  brings  to  the  market,  his  earn- 
ings are  affected  by  the  state  of  the  economy.  The  supply  and 
demand  for  labor  is  a  function  of  both  macroeconomic  and  micro- 
economic  conditions.  For  example,  aggregate  demand  might  be 
high,  but  the  earnings  of^^steelworkers  could  be  low  as  they  suffer 
from  the  depressed  conditions  in  the  steel  industry.  In  general,  the 
earnings  data  analyzed  in  this  chapter  reflect  macroeconomic  con- 
ditions in  1982  and  1983,  the  last  year  of  a  recession  an^  the  first 
year  of  a  strong  economic  recovery. 

Finally,  the  cross-sectional  data  presented  throughout  this  chap- 
ter must  not  be  confused  with  longitudinal  data.  For  example. 
Chart  4.2  shows  earnings  differences  among  mothers  of  different 
ages  at  a  particular  time,  1982-1983.  Longitudinal  data,  however, 
would  depict  the  experiences  of  individuals  over  time.  It  should  not 
be  inferred  from  Chart  4.2  that  the  differences  among  older  moth- 
ers today  will  be  experienced  by  younger  mothers  when  they  reach 
the  same  age.  Similarly,  it  should  not  be  inferred  that  the  data  for 
younger  mothers  in  the  chart  reflects  the  historical  experiences  of 
mothers  who  now  are  older. 


The  proportion  of  married  mothers  who  work  or  seek  to  work 
has  increased  substantially  in  recent  decades.  Nearly  three  in  five 
married  women  with  children  under  the  age  of  18  now  are  in  the 
labor  force.  For  mothers  without  husbands—never-married,  di- 
vorced or  separated,  or  widowed  mothers— more  than  two  out  of 
three  participate  today.  ^ 


•  Howard  Hayghe»  WqrkiriR  Mothers  Reach  Record  Number  in  1984.  Monthly  Labor  Review, 
vol  107  December,  1984,  Table  1  The  labor  force  participation  rate  of  mothers  without  hua- 
banda,  which  has  been  relttivolv  high  since  at  least  1950,  has  not  increased  as  much  as  that  of 
mamed  women.  U.S.  Bureau  of  the  Cenius»  Current  Population  Reports,  Series  P-23,  No.  117. 
Trends  m  Oiild  Care  ArrangemenU  for  Working  Mother*,  U.S.  Government  Pnntmg  Office, 
Washington  D.C.,  1982.  Figure  I. 
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Mothers  must  make  a  difficult  decision  about  whether  they 
should  work  for  pay.  The  benefits  from  a  job  must  be  balanced 
against  the  responsibilities  and  costs  of  child  care  and  household 
management.  Child  care  costs  are  particularly  high  before  children 
can  be  enrolled  in  school,  but  they  continue  even  when  children 
are  older.® 

In  married-couple  families,  it  is  possible  for  fathers  to  assume 
some  child  care  and  household  responsibilities.  Some  can  change 
the  hours  they  work,  reduce  the  amount  they  work,  or  spend  less 
time  on  leisure  activities.  These  families  may  find  it  complicated  to 
compare  the  costs  and  benefits  of  mothers'  employment,  but  in  the 
end  they  at  least  implicitly  consider  these  factors^ 

In  female-headed  families,  the  options  are  fewer  and  the  choices 
harder.  These  families  do  not  receive  earned  income  from  fathers, 
aside  from  possible  alimony  or  child  support  payments.  (See  Tables 
4-5  and  4-6  for  data  on  these  payments.)  These  mothers  generally 
need  to  earn  income.  On  the  other  hand,  because  fathers  are  un- 
available to  help  with  child  care  and  household  chores,  mothers 
need  to  spend  additional  time  on  these  as  well. 

ANNUAL  EARNINGS 

Mean  annual  earnings  of  black  mothers  in  1982-1983  exceeded 
those  of  white  mothers  by  almost  $700,  or  12  percent  (Table  4-7). 
Overall,  earnings  averaged  $5,927  per  year:  $6,539  for  black  moth- 
ers and  $5,852  for  white  mothers. 

Black  wives  in  married-couple  families  earned  an  average  of 
$7,762,  41  percent  more  than  white  wives;  but  black  single  mothers 
earned  an  average  of  $5,343,  31  percent  less  than  white  single 
mothers. 

Differences  by  educational  level 

Black  wives  earned  more  at  each  educational  level  than  white 
wives,  those  who  did  not  complete,  and  may  not  have  started,  high 
school,  27  percent  more,  high  school  graduates,  48  percent  more, 
and  some  college  study,  51  percent  more.  However,  single  black 
mothers  earned  less  than  single  white  mothers  at  each  level  of 
schooling,  high  school  dropouts,  28  percent  less;  high  school  gradu- 
ates, 30  percent  less;  and  some  college  study,  20  percent  less. 

The  relative  earnings  gain  associated  with  extra  education  was 
greater  for  black  mothers  than  for  whites.  A  black  mother  with  a 
high  school  diploma  but  no  college  earned  124  percent  more  than  a 
high  school  dropout,  for  one  who  completed  some  college,  earnings 
were  another  70  percent  higher.  For  whites,  these  differentials 
were  85  percent  and  53  percent,  respectively. 


'  Fui  <L9tu9biuria  wufinii.u»  beiween  lime  6penl  ia  emplu>menl  and  time  spent  on  child  care 
and  huu5ehuld  muiiu^emcuU  ^  Saxah  Fensteimakei  Beik,  «d..  Women  and  Household  7.*abor. 
Beveriv  Hills.  Sngo,  1380,  and  Karen  W.  Fematem,  ed.,  Working  Women  and  Families.  Beverly 
Hilb:  Sage,  im 
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TABLE  1-?.-  MEAN  ANNUAL  EARNINGS  OF  BLACK  AND  WHITE  MARRIED  AND  SINGLE  MOTHERS  BY  HIGHEST  LEVEL  OF  EDUCATION  COMPLETED.  1982-83 


Total        White        Black        Total        White        Black        ToUl        White  Black 


Total   $5,972  $5,852  $6,539  $5,717  $5,500  $7,762  $7,009  $7,766  $5,343 

Failed  to  coinlete  high  school^   2,885  2,888  2,803  2,855  2,771  3,507  2,956  3,275  2,363 

Completed  high  school   6,721  6,513  7,991  6,307  6,042  8,946  8,709  9,458  6,883 

High  school  diploma  only   5,454  5,344  6,274  5,023  4,874  6,905  7,320  8,073  5,667 

Completed  some  college^   8,530  8,193  10,728  8,060  7,678  11,561  11,187  11,798  9,421 


>  Includes  persons  who  did  not  start  hljh  school. 
*  Includes  persons  who  were  graduated  from  college. 

Note.  -Table  prepared  by  CRS  using  data  Irom  the  combtned  March  1984  and  March  1983  Current  Populatkm  Survey.  Data  are  h  mothers  with  "own  children"  in  pnmary  and 
secondav  families  only.  Mean  annual  earnings  includes  mothers  without  earnings.  Negative  eaminp  are  treated  as  zero. 
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Mean  annual  earnings  of  mothers  in  1982-1988  varied  by  age 
and  levels  of  education  (Chart  4.2).  High  school  dropouts  aged  40- 
44  earned  120  percent  more  than  comparable  mothers  20  years 
younger  ($8,648  versus  $1,612).  (For  data  on  which  this  chart  is 
based,  see  table  in  Appendix  I,  which  has  support  tables  for  all 
charts  in  the  report.)  Such  older  mothers  with  some  college  study 
also  earned  double  the  sum  of  mothers  in  their  early  twenties 
($9,681  versus  $8,748).  However,  mothers  in  their  early  forties  who 
ended  school  with  a  high  school  diploma  earned  only  65  percent 
more  than  comparable  mothers  20  years  younger. 

Peak  earnings  of  mothers  with  some  college  study  were  for  those 
aged  50  to  54  ($9,878).  ThiB  was  72  percent  below  peak  earnings  of 
married  fathers  with  some  college  study,  received  by  those  aged 
50-54.  (See  Chart  4.5  for  married  fathers*  earnings,  by  age  and  edu- 
cation.) 

CBAKT  A. 2 

MEAN  ANNUAL  EARNINGS  FOR  MOTHERS 
BY  AGE  AND  EDUCATION:  1982  -  1983 
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Hours  worked  by  mothers 

Mothers  generally  work  many  fewer  hours  during  the  year  than 
fathers.  On  the  average,  as  Table  4-8  shows,  mothers  in  married- 
couple  families  worked  894  hours  in  1982-1983,  and  mothers  rais- 
ing children  alone  worked  1,089  hours.  In  contrast,  fatiiers  in  mar- 
ried-couple families  worked  an  average  of  1,965  hours. 

TABLE  4-8.-MEAN  ANNUAL  HOURS  WORKED  BY  MOTHERS  BY  FAMILY  TYPE,  RACE, 
NUMBER  OF  CHILDREN,  AND  YOUNGEST  CHILD^S  AGE,  1982-83 


Married  Feinal^head 


Total     White     Black     Total     White  Black 


Total   894  869  1,155  1,089  1,183  887 

Youngest  child's  age; 

Under  6   751  718  1,096  796  867  671 

6  to  12   984  957  1,237  1,207  1,289  1.033 

13  to  17   1,089  1,079  1,168  1,379  1,439  1,171 

1  child  (total)  *   1,032  1,013  1,257  1,254  1,318  1,078 

Youngest  child's  age: 

Under  6   950  930  1,268  980  1,035  838 

6  to  12   1,109  1,075  1,377  1,320  1,372  1,215 

13  to  17   1,079  1,071  1,158  1,438  1,494  1,225 

2  children  (total)   872  841  1,226  1,061  1,158  845 

Youngest  child's  age: 

Under  6   ^707  664  1,188  798  884  663 

6  to  12   993  968  1,292  1,229  -1,310  1,017 

13  to  17   1,109  1,098  1.167  1,263  1,315  1,081 

3  or  more  children  (total)   683  646  948  727  887  642 

Youngest  child's  age: 

Under  6   564  518  896  518  499  519 

6  to  12   834  807  1,020  955  1,072  780 

13  to  17   1,124  1,099  (^  1,039  (i)  (^ 


*  Data  not  shown.  Sample  size  less  than  75,000  weighted  cases. 

Note. -Table  prepared  t)y  CRS  using  data  from  the  combined  March  1984  and  March  1983  Current 
Population  Survey. 

Black  versus  white  mo^Aers.-^ White  mothers  raismg  children 
alone  worked  an  average  of  1,183  hours  in  1982-1983,  one-third 
more  than  comparable  black  mothers.  However,  white  mothers  in 
married-couple  families  worked  an  average  of  869  hours,  one-fourth 
less  than  such  black  mothers.  Overall,  olack  mothers  worked  11 
percent  more  hours  yearly  than  whites  (1,019  compared  to  918). 

Number  of  children. --Yor  both  married-couple  and  single-parent 
families,  the  differences  in  hours  worked  by  white, and  black  motb 
ers  grow  with  number  of  children.  For  instance,  single  black  moth- 
ers with  only  one  child  worked  about  82  percent  of  the  hours  of 
corresponding  white  mothers  in  1982-1983;  those  with  three  or 
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more  children  worked  only  about  72  percent  of  the  hours  of  white 
mothers.  Similarly,  married  white  mothers  with  only  one  child 
worked  81  percent  of  the  hours  of  corresponding  black  mothers; 
those  with  three  or  more  children  worked  only  about  68  percent  of 
the  hours  of  comparable  black  mothers  (Table  4-9). 

The  average  number  of  children  living  at  home  is  related  to 
mothers'  educational  attainment  and  age,  as  shown  in  CJhart  4.3. 
Young  mothers  who  have  not  completed  high  school  on  the  average 
have  more  children  at  home,  at  least  in  their  twenties  and  thirties, 
than  do  mothers  who  are  high  school  graduates  or  who  have  at- 
tended college.  In  part  this  is  because  mothers  without  high  school 
diplomas  have  more  children  than  other  mothers;  it  is  also  because 
they  have  children  at  an  earlier  age.  The  chart  suggests  that 
women  with  higher  educational  attainment  goals  may  defer  moth- 
erhood until  they  are  older,  even  after  they  have  completed  school. 
It  also  suggests  that  having  children  at  a  young  age  reduces  the 
likelihood  of  acquiring  additional  education.  Young  mothers  also 
may  find  it  harder  to  establish  a  career.  The  differences  associated 
with  age  and  educational  attainment  apply  to  black  women  as  well 
as  white,  though  the  former  on  the  average  have  slightly  more  chil- 
dren. 


CHART  4.3 


AVERAGE  NUMBER  OF  CHILDREN  UVING  AT  HOME 
BY  WOMENS'  AGE  AND  EDUCATION 
1982H983 
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Age  differences.--Giwen  child  care  and  household  responsibilities, 
it  is  not  surprising  that  mothers  generally  work  fewer  hours  than 
fathers.  Moreover,  as  those  responsibilities  increase,  hours  of  work 
decrease.  Married  women  under  the  age  of  35  without  children 
worked  an  average  of  1,570  hours  in  1982-1983.  Married  women 
under  35  with  one  child  worked  1030  hours;  those  with  two  chil- 
dren worked  780  hours,  and  those  with  three  or  more  children 
worked  600  hours.  Married  women  with  a  child  under  6  years  old 
worked  an  average  of  751  hours  per  year  in  1982-83;  those  whose 
youngest  child  was  between  6  and  12  years  old  worked  984  hours; 
those  whose  youngest  child  was  between  13  and  17  worked  1,089 
hours  (Table  4-8). 

Chart  4.4  shows  that  on  the  average  married  mothers  aged  40-44 
(with  children  at  home)  worked  largest  number  of  hours  per  year 
(slightly  more  than  1,000  hours).  Mothers  20  years  younger  worked 
about  one-third  fewer  hours  (slightly  less  than  700). 

CHAXT  4.4 


MEAN  ANNUAL  HOURS  WORKED  BY  MARRIED  WOMEN 
BY  WOMEN'S  AGE  AND  PRESENCE  OF  CHILDREN:  1982H983 
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Mean  hourly  earnings  of  mothers 

Average  hourly  earnings  of  white  mothers  appeared  to  be  almost 
5  percent  larger  than  those  of  black  mothers  (Table  4-9). 

In  general,  hourly  earnings  of  white  mothers  were  about  40  per- 
cent below  those  of  white  married  fathers.  Black  mothers'  hourly 
eamingo  were  about  30  percent  below  those  of  black  married  fa- 
thers. (See  Table  4-13  for  married  fathers'  hourly  earnings.) 

TABLE  4-9.-MEAN  HOURLY  EARNINGS  OF  BIACK  AND  WHITE  MOTHERS  BY  HIGHEST 
LEVEL  OF  EDUCATION  (MMPLETED:  1982-83 


Total., 


Tolal 

White 

Bl2Ck 

white  ratio 
(percent) 

$6.49 

$6.51 

$6.22 

96 

4.77 

4.76 

4.81 

101 

6.77 

F.78 

6.53 

96 

5.73 

5.71 

5.89 

103 

8.0S 

8.15 

7.35 

90 

*  Includes  persons  who  did  not  start  Wgti  school. 
2  Incliides  persons  who  were  graduated  from  college 


Kflte -Table  prepared  tw  CRS  using  data  from  the  March  1984  and  1983  Current  Population 

Surveys-  Data  are  (w  married  mothers  and  mothers  maintalnine  a  family  without  a  husband  present  Mothers 
are  those  with  "own  related  children"  in  primafy  and  secondar/  lamilies  only. 

Earnings  of  Fathers 
annual  earnings  of  fathers 

The  proportion  of  married  women  with  children  under  the  age  of 
18  who  work  or  seek  to  work  (those  in  the  labor  force)  has  in- 
creased from  about  one  in  five  in  1950  to  nearly  three  in  five 
today.^  Nonetheless,  fathers  overall  earn  about  71  percent  of  total 
income  in  married-couple  families,  about  four  times  the  share 
earned  by  mothers. 

On  the  average,  married  fathers  earned  an  average  of  $^^,UltJ 
per  year  in  1982- 1983  (Table  4-10).  Earnings  varied  sharply  by 
race,  education^  attainment,  and  age. 

Differences  by  educational  level 

Married  fathers  who  received  a  high  school  diploma,  but  did  not 
proceed  to  college,  earned  an  average  of  $19,190,  a  gain  of  49  per- 
cent over  the  earnings  of  those  who  did  not  complete  high  school. 
Married  fathers  who  engaged  in  some  college  study  earned  an  aver- 
age of  $28,369,  48  percent  more  than  the  sum  earned  by  those  who 
stopped  at  a  high  school  diploma,  and  more  than  double  the  aver- 
age sum  earned  by  those  who  did  not  finish  high  school. 


'  Waldman.  Elizabeth.  Ubor  Force  Statistics*  from  a  Family  Pcrspcctivf  Monthly  Labor 
Review.  Dec,  1983  P- 18. 
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TABLE  4  lO.-MEAN  ANNUAL  EARNINGS  OF  BLACK  AND  WHITE  MARRIED  MEN  WITH 
CHILDREN,  BY  HIGHEST  LEVEL  OF  EDUCATION  COMPLETED:  1982-83 


Total 

White 

Black 

RM/ 

wliite  ratio 
(percent) 

Total  

Failed  to  complete  high  school '  

Completed  high  school  

High  school  diploma  only  

Completed  some  college  ^  

$22,013 

  12,912 

24,074 
19,190 
28,369 

$22,653 
13,511 
24,623 
19,721 
28,904 

$14,750 
9,499 
16,753 
14,358 
19,934 

65 
70 
68 
73 
69 

*  Includes  persons  who  did  not  start  high  school. 
2  Includes  persons  who  were  graduated  from  college. 

Note.  Table  prepared  by  CRS  using  data  from  the  combined  March  1984  and  1983  Current  Population 
Surveys.  Mean  annual  earnings  include  fathers  with  zero  earnmgs.  Negative  earnings  are  treated  as  zero 
earnings. 


Chart  4.4  presents  mean  annual  earnings  of  married  men  with 
children,  by  father's  age  and  education,  1982-1983.  It  shows  that 
age  as  well  as  education  directly  relates  to  earnings.  Annual  earn- 
ings are  higher  for  fathers  who  are  in  their  forties  and  fifties.  One 
reason  that  age  is  related  to  fathers'  earnings  may  be  that  young 
men  have  not  had  so  much  opportunity  to  learn  on  the  job  as  have 
older  men.  By  their  thirtieth  birthday,  men  who  have  worked  since 
their  eighteenth  birthday  'lave  had  three  times  as  much  work  ex- 
perience as  men  who  are  aged  22. 

The  chart^  also  shows  that  at  each  age  level  fathers  who  have 
completed  high  school  have  annual  earnings  well  above  those  who 
have  not,  the  same  is  true  for  those  with  college  study  compared  to 
those  without  it.  For  those  in  their  twenties,  the  premium  for  col- 
lege study  is  smaller,  about  63  percent,  but  for  fathers  who  are  in 
their  forties,  the  premium  is  about  136  percent.  Annual  earnings  of 
fathers  who  undertook  some  college  study,  and  of  high  school  drop* 
outs,  are  highest  for  those  aged  50- 54,  but  these  earnings  are  only 
4  percent  and  8  percent,  respectively,  higher  than  corresponding 
earnings  for  those  aged  40-44. 
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MEAN  ANNUAL  EARNINGS  FOR  MARRIED  MEN  WITH  CHILDREN 
BY  FATHER'S  AGE  AND -EDUCATION:  1982  -  1983 
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Mean  annual  earnings  of  married  white  fathers  exceed  those  of 
black  fathers  at  each  age.  This  is  shown  on  Chart  4.6.  To  some 
extent  educational  attainment  accounts  for  differences  in  average 
earnings  of  white  and  black  fathers.  When  fathers  with  the  same 
educational  attainment  are  compared,  however,  black  fathers  gen- 
erally earn  about  70  percent  of  what  white  fathers  do  (Table  4-10). 

CBAIT  4.6 

MEAN  ANNUAL  EARNINGS  OF  BLACK  AND  WHTC  MARRIED  MEN  WtTH  CH1U3REN 
BY  FATHER'S  AGE:  1982--1983 
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Hours  worked  by  fathers 

Fathers  in  married-couple  families  worked  an  annual  average  of 
1,965  hours  in  1982-1983. 

Black  versus  white  fathers.— On  the  average,  black  married  fa- 
thers worked  18  percent  fewer  hours  per  year  (equivalent  to  more 
than  2  months  of  full-time  work)  than  white  married  fathers  in 
1982-1983  (Table  4-11).  To  some  extent,  their  fewer  hours  of  work 
reflected  higher  unemployment  rates  experienced  by  black  fathers 
in  these  years,  which  might  have  discouraged  some  from  participat- 
ing in  the  labor  force.  Hours  worked  increased  with  education  and 
the  racial  gap  in  hours  worked  narrowed  with  education. 

TABLE  4-11.--MEAN  ANNUAL  HOURS  WORKED  BY  BLACK  AND  WHITE  MARRIED  MEN 
WITH  CHILDREN,  BY  HIGHEST  LEVEL  OF  EDUCATION  COMPLETED:  1982-83 


Total  

Failed  to  complete  high  school  ^ 
Completed  high  school  

High  school  diploma  only... 

Completed  some  college  2, 


Total 

White 

Black 

Black/ 
»white  tat'io 
(pncent) 

1.965 

1,999 

1,631 

82 

1,666 

1,717 

1,397 

81 

2,033 

2,060 

1,720 

83 

1,929 

1,861 

1,634 

83 

2,124 

2,148 

1,835 

86 

» Includes  persons  who  did  not  start  high  school. 
2  Includes  Persons  who  were  graduated  from  college. 

Note.— Table  prepared  by  GRS  using  data  from  the  combined  March  1984  and  1983  Current  f^pulation 

Surveys  Data  use  h  fathers  with  "own  children"  jn  primary  and  secondary  married  couple  families  only 

Age  differences.— HoMxs  worked  by  fathers  vary  with  their  age 
(Chart  4.7j.  Fathers  in  their  twenties  worked  fewer  hours  in  1982- 
1983  than  those  in  their  thirties,  the  latter  in  turn  worked  fewer 
hours  than  those  in  their  forties.  Those  aged  45  and  above  worked 
fewer  hours.  These  patterns  partly  reflect  decisions  about  whether 
to  work,  some  young  fathers  may  choose  to  enroll  in  school;  some 
older  ones  may  choose  to  retire.  The  data  also  reflect  involuntary 
separation  from  work,  men  in  their  twenties  generally  have  rela- 
tively high  rates  of  unemployment  (especially  so  for  blacks).®  Older 
men  also  ma>  be  more  prone  to  illness  or  disability.  As  the  chart 
shows,  the  difference  between  white  and  black  fathers'  annual 
hours  of  work  was  largest  for  young  men.  Black  fathers  between  the 
ages  of  20  and  24  worked  an  average  of  1,130  hours  yearly,  65  per- 
cent of  the  1,730  hours  worked  by  comparable  white  fathers.  Black 
fathers  between  the  ages  of  40  and  44,  however,  narrowed  that  gap. 
They  averaged  1,820  hours  of  work  yearly,  86  percent  of  the  corre- 
sponding white  average. 


•  For  data  on  participatton  and  unemployment  rates  b>  age,  see  U  S.  Department  of  Labor 
Bureau  of  Labor  Statistics.  Educational  Attainment  of  Workers.  March  1982  $3.  Bulletin  2191 
Tables  B-6  and  B-12 
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CEAILT  4.7 


MEAN  ANNUAL  HOURS  WORKED  BY 
BLACK  AND  WHITE  MARRIED  MEN  WITH  CHILDREN 
BY  FATHER'S  AGE:  1982H983 
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Mean  hourly  earnings  of  fathers 

Hourly  earnings  of  black  married  fathers  were  77  percent  of 
those  of  white  married  fathers  (Table  4-12).  The  black/white  wage 
ratio  was  slightlv  lower  for  those  who  engaged  in  some  college 
study  (75  percent)  and  somewhat  higher  for  those  who  did  not  com- 
plete high  school  (87  percent). 


TABLE  4-12.-~IVIEAN  HOURLY  EARNINGS  OF  BLACK  AND  WHITE  MARRIED  MEN  WITH 
CHILDREN  BY  HIGHEST  LEVEL  OF  EDUCATION  COMPLETED:  1982-83 


Black/ 

Total 

White 

Black 

wh'ite  ratio 

(percent) 

Total  

$11.14 

$11.32 

$8.68 

77 

Failed  to  complete  high  school  ^  

7.93 

8.05 

6.99 

87 

Completed  high  school  

11.82 

11.99 

9.26 

77 

High  school  diploma  only  

Completed  some  college  ^  

9.96 

10.13 

8.23 

81 

13.41 

14.07 

10.56 

75 

>  Includes  persons  who  did  not  start  high  school. 
^  Includes  persons  who  were  graduated  from  college. 

Note,— Table  prepared  tjy  CRS  using  data  from  the  combined  March  1984  and  1983  Current  Population 
Survey. 


5*  Conclusion 

Market  income  poverty  afflicted  more  than  one-fourth  of  U.S. 
children  in  1982-1983,  compared  with  one  out  of  five  in  1978. 

Children  being  raised  by  their  mother  alone  had  the  highest  inci- 
dence of  earnings  poverty.  Mothers'  earnings  fell  short  of  the  pov- 
erty threshold  for  68  percent  of  such  children  (82  percent  in  the 
case  of  those  with  never-married  mothers).  Even  in  married-couple 
families,  combined  earnings  of  father  and  mother  fell  short  of  the 
poverty  threshold  for  17  percent  of  the  children. 

Although  having  a  full-time  breadwinner  sharpl3j  reduced  a 
child  s  chances  of  being  poor,  it  was  no  guarantee  against  poverty. 
For  instance,  if  a  black  single  mother  worked  full-time  (more  than 
2,000  hours  per  year)  and  if  government  cash  transfer  pavments 
were  added  to  her  market  income,  the  chances  that  her  child  would 
be  poor  exceeded  one  in  five  in  1982-1983.  For  the  child  of  such  a 
white  mother,  the  incidence  of  poverty  was  one  out  of  12. 

In  all,  it  is  estimated  that  2.5  million  children  were  officially 
poor  even  though  at  least  one  of  their  parents  worked  full-time 
throughout  the  year.  These  children  represented  more  than  one- 
sixth  of  all  poor  children  in  1983,  including  one-third  of  the  poor 
children  in  married-couple  families. 

The  incidence  of  child  poverty  is  related  to  the  age,  education, 
and  race  of  the  child's  parents,  as  well  as  to  whether  he  lives  with 
both  parents  or  only  with  the  mother. 

Young  parents  are  likely  to  work  fewer  hours  and  to  earn  less 
per  hour  than  older  parents.  They  tend  to  have  younger  children, 
who  require  more  care.  Women  who  become  mothers  at  a  very 
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early  age  may  have  relatively  poor  prospects  for  attaining  addition- 
al schooling  or  establishing  a  work  history.  Alternatively,  women 
with  poor  education  or  career  prospects  may  become  mothers  at 
younger  ages.  Similarly,  men  who  become  fathers  at  a  young  age 
may  have  to  forego  investment  in  education  in  order  to  earn 
money  for  the  family's  immediate  needs. 

Child  poverty  rates  are  related  to  education  of  parents.  Among 
both  fathers  and  mothers,  those  with  higher  levels  of  education^ 
attainment  earn  more  per  year  and  work  more  hours,  on  average, 
than  those  with  lower  levels  of  schooling. 

Earnings  and  child  poverty  rates  are  related  to  race.  In  married- 
couple  families,  black  fathers  on  average  work  fewer  hours  during 
the  year  and  earn  less  per  hour  than  white  fathers,  at  each  level  of 
education.  Black  married  mothers  tend  to  work  more  hours  than 
their  white  counterparts  and  to  have  higher  annual  earnings.  Nev- 
ertheless poverty  rates  for  black  children  in  married-couple  fami- 
lies are  twice  those  of  comparable  white  children.  In  mother-child 
families,  however,  black  mothers  work  fewer  hours  than  white 
mothers  and  have  smaller  earnings. 

The  consequences  of  a  father's  absence  upon  the  poverty  status 
of  children  often  are  severe  and  usually  reflect  his  earnings.  A 
younger  father  is  likely  to  have  low  earnings  potential;  and  ability 
of  an  older  father  to  pay  child  support  or  alimony  is  greater.  Fur- 
ther, an  older  family  is  likely  to  have  greater  savings  with  which 
to  meet  the  extra  income  needs  caused  by  divorce  or  separation.  If 
the  father  dies,  his  lifetime  earnings  may  indirectly  provide  for 
continued  income  support,  through  {pension  benefits,  income  from 
accumulated  savings,  insurance  annuities,  and  social  security  bene- 
fits. 

It  appears  that  a  reduction  in  market  income  poverty  rates  of 
children  requires  a  strong  economy  and  lower  unemployment  rates, 
especially  for  black  men.  Further,  it  appears  that  the  incidence  of 
earnings  poverty  among  children  would  be  lowered  if: 

—more  parents  became  married  and  stayed  married; 

— more  parents  stayed  in  school  longer; 

—fewer  teenagers  had  babies; 

—hourly  earnings  of  blacks  rose  closer  to  those  of  whites. 
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CHAPTER  V.  THE  RELATIONSHIP  OF  UNEMPLOYMENT 
AND  INCOME  DISTRIBUTION  TO  POVERTY  AMONG  CHIL- 
DREN* 

A  rising  tide  lifts  all  boats. 

—John  F.  Kennedy,  August  17, 1962. » 

We  cannot  leave  the  further  wearing  away  of  poverty  solely  to  the  general 
progress  of  the  economy.  A  faster  reduction  of  poverty  will  require  that  the 
lowest  fifth  of  our  families  be  able  to  earn  a  larger  share  of  national  output. 

—Annual  Report  of  the  Council  of 

Economic  Advisers,  January  1964.  p. 

60-61 

L  Introduction 

The  two  quotatioHb  above,  one  from  President  Kennedy  and  the 
other  from  hib  successors*  Council  of  Economic  Advisers,  illustrate 
the  debate  between  those  who  believe  that  promoting  economic 
growth  is  the  surest  way  to  reduce  the  rate  of  poverty  and  those 
who  believe  that  income  transfer  programs  must  continue  to  play 
an  important  role.  Indeed,  those  who  advocate  greater  redistribu- 
tion of  income  fear  that  economic  growth  will  not  lift  all  boats 
equally,  and  that  the  rate  of  poverty  will  remain  at  troublesome 
levels  for  some  time  to  come.  Although  the  analysis  in  this  chapter 
does  not  resolve  this  debate,  it  does  show  that  growing  inequality 
of  income  has  led  to  higher  poverty  rates. 

Organization  of  the  Chapter 

This  chapter  analyzes  the  relationship  of  unemployment  and  the 
distribution  of  income  to  poverty  among  families  with  children.  It 
has  seven  basic  parts: 

—A  comparison  of  the  relationship  between  unemployment  rates 
and  trends  in  poverty  rates; 

—A  comparison  between  the  trends  in  poverty  rates  before  and 
after  the  receipt  of  cash  transfers; 

—A  comparison  of  two  measures  of  income  distribution,  one 
based  on  family  incomes  and  one  based  on  family  incomes  ad- 
justed by  the  official  measure  of  need,  the  povertv  thresh- 
olds. The  latter  measure  is  called  the  "poverty  ratio,'  which  is 
family  income  divided  by  the  appropriate  family  poverty 
threshold.  This  permits  an  analysis  of  how  well  off  families 


'  Much  oi  thib  chapter  ij*  bu^ed  un  work  done  under  contract  b.v  Peter  Gottfichalk  of  Bowdoin 
College.  Richard  A.  Hobbje  rewrote  Dr.  Gottbchalk'«  draft  and  added  several  sections  Richard 
Verdugo  deveiopcd  the  decile  and  Gim  coefficient  anul^bii*.  prepared  the  computer  graphs,  and 
helped  rewrite  the  chapter  ^    .    ^         .        .        .  .    t,  tj-  i 

*  Remarks  in  Pueblo,  Colorado.  Aug  17,  1962,  Public  Papers  of  Presidents,  John  F  Kennedy, 
1962.  p.  626. 
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with  children  have  been  from  one  year  to  the  next  because  it 
acijusts  family  income  for  inflation  and  family  size; 

—An  analysis  of  the  trends  in  the  distribution  of  family  poverty 
ratios  from  1968  through  1983; 

—An  analysis  of  mean  (average)  family  income  poverty  ratios; 

—An  analysis  of  changes  in  poverty  rates  from  1968  through 
1983  based  on  changes  in  mean  market  income  (mainly  earn- 
ings), cash  transfer  income,  and  the  inequality  of  total  income, 
all  relative  to  poverty;  and 

—Simulations  of  future  poverty  rates  under  certain  assumptions 
about  real  economic  growth. 


In  general,  the  analysis  found: 

—Changes  in  unemployment  rates  affect  the  market  income  pov- 
erty rates  of  male-headed  families,  but  not  female-headed  fami- 
lies. 

—A  narrowing  trend  has  recently  occurred  between  the  poverty 
rates  calculated  before  and  after  cash  transfers  are  counted, 
probably  because  of  the  recent  decline  in  real  cash  transfers, 
and  to  a  lesser  extent  an  attendant  increase  in  work  among 
this  group. 

—In  1983,  the  average  family  income  of  families  with  children 
was  $25,283.  About  19  percent  of  families  with  children  were 
below  the  poverty  line,  and  22  percent  of  all  children  experi- 
enced poverty.  The  average  family  poverty  ratio  was  2.48, 
nieaning  that  the  average  family  had  about  two  and  a  half 
times  as  much  income  as  it  needed  to  stay  out  of  poverty. 
The  distribution  of  family  poverty  ratios  was  more  unequal  in 
1983  than  in  1968. 

-Relative  to  the  poverty  thresholds,  average  market  income 
peaked  between  1978  and  1980,  depending  on  race  and  sex  of 
family  head.  Although  cash  transfers  relative  to  the  poverty 
thresholds  grew  in  the  late  1960s  and  early  1970s  for  female- 
headed  families  with  children,  they  are  lower  in  1983  than 
they  were  in  1968. 

—  Growing  inequality  of  the  distribution  of  family  income  rela- 
tive to  the  poverty  thresholds  has  been  an  important  factor  in 
raising  the  poverty  rates  of  families  with  children. 
A  simulation  model  estimated  that  economic  growth  alone 
would  not  reduce  rapidly  the  rate  of  poverty  for  families  with 
children.  Using  economic  assumptions  within  the  range  of  ex- 
perience, the  simulations  suggest  that  it  might  take  as  long  as 
12  to  18  years  for  male-headed  families  and  5  to  8  years  for 
nonwhite  female-headed  families  to  drop  back  to  the  poverty 
levels  experienced  as  late  as  1979. 

2.  The  Economic  C>cle  and  Long-Term  Trends  in  Market  Income 

Poverty  Rates 

This  section  examines  the  relationship  between  the  economic 
cycle  and  long  term  trends  in  the  incidence  of  market  income  pov- 
erty of  selected  families  with  children  since  1967.  It  shows  that  eco- 
nomic cycles  affect  the  proportion  of  male-headed  families  whose 
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market  income  falls  short  of  their  poverty  thresholds.  In  contrast, 
the  market  income  poverty  rates  for  female-headed  families  change 
little  in  relation  to  the  economic  cycle.  Many  factors  affect  the 
long-term  trends  in  poverty,  and  their  relationships  are  complex. 
These  factors  might  include  not  only  the  demographic  composition 
of  the  population,  but  important  economic  phenomena,  such  as  eco- 
nonaic  growth,  the  distribution  of  market  and  cash  transfer  income, 
labor  productivity,  possible  race  and  sex  discrimination,  and  the 
changing  occupational-industrial  mix  in  the  economy. 

Men 

C5hart  5.1  compares  the  market  income  poverty  rates  for  men 
heading  families  with  children  to  the  unemployment  rates  for  all 
nonaged  (under  66  years  old)  adult  men.  The  changes  in  incidence 
of  market  income  poverty  for  these  men  appear  to  reflect  their  un- 
employment rates.  For  example,  market  income  poverty  rates  for 
the  white  and  nonwhite  men  increased  28  and  14  percent,  respec- 
tively, from  1974  to  1975,  when  their  unemployment  rates  jumped 
64  and  48  percent.  Moreover,  the  market  income  poverty  rates  of 
men  heading  families  with  children  climbed  steadily  with  their  im- 
employment  rates  from  1979  to  1982.  By  1983, 18.1  percent  of  white 
men  heading  families  with  children  and  23.8  percent  of  such  non- 
white  men  were  "poor"  on  the  basis  of  market  income  only. 
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CHABX  5.1.    Market  Incoae  Poverty  Retes  end  UQemplo]rment  Rates 
for  NoQtfhite  and  White  Males:    1967  to  1983 


1- 


i  <  1  1  i  I  t "  ■  I  t 

1967        1S6S        1)71         1)73         1)75         1977         1)79         1981  1983 

YEAR 

Note:    Unemployment  rates  are  for  adult  males  younger  than  66. 

Poverty  rates  are  for  male-headed  families  with  children. 

Appendix  I  provides  data  for  this  chart  and  others  in  the  report. 


154 


Women 

Chart  5.2  shows  a  comparison  of  market  income  poverty  rates  for 
women  heading  families  with  children  and  unemployment  rates  for 
edl  nonaged  women.  In  contrast  to  the  situation  for  men,  changes 
in  these  unemployment  rates  appear  to  have  little  effect  on  the  rel- 
atively high  proportion  of  female-headed  families  whose  market  in- 
comes fall  short  of  their  poverty  thresholds.  However,  the  long- 
term  downward  trend  in  market  income  poverty  rates  for  white 
and  nonwhite  female-headed  families  seems  to  have  temporarily 
stopped  after  1979  for  whites  and  after  1980  for  nonwhites. 

Chart  5.2  also  highlights  a  seeming  paradox  in  the  long-term 
trends.  Although  the  unemployment  rates  of  nonwhite  women 
under  66  years  old  almost  doubletl  from  9.1  percent  in  1967  to  17,1 
percent  in  1983,  the  market  income  poverty  rate  of  nonwhite 
female-headed  families  declined  from  76,2  percent  to  68,8  percent.^ 
However,  this  is  partly  because  relatively  more  nonwhite  women 
took  jote  or  sought  work.  For  example,  the  increased  labor  force 
participation  rates  of  black  women  from  48,7  percent  in  1972  to 
54.2  percent  in  1983  led  not  only  to  substantial  employment  and 
earnings  gains,  but,  ironically,  to  higher  unemployment  rates  as 
well.  All  other  things  held  constant,  if  the  nonwhite  female  labor 
force  participation  rate  had  remained  at  its  1972  level,  the  unem- 
ployment rate  in  1983  would  have  been  only  9.4  percent,  a  figure 
more  consistent  with  the  general  lack  of  relationship  between 
market  income  poverty  rates  of  women  and  their  unemployment 
rates. 


*  A  more  appropriate  comparison  mi^ht  be  between  2  years  that  were  at  about  the  same  stage 
of  their  respccuve  economic  cycles  such  as  1971  and  1983.  However,  the  economic  phase  before 
1983  was  very  different  frvm  the  one  before  1971,  and  using  1971  would  shorten  the  pcnod  for 
comparison  by  4  years. 
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CHART  5.2.   Market  Incooe  Poverty  Rates  And  Uneoployaent  Retet 
for  Nobvhlte  end  White  Femelet;  1967-19^3 


0-  

1  1  1  1  1  1  1  1 

1)17        m         1)71         1)73        1)7S        1)77        1)7)         1S61  1)13 

YEAR 

Note:    Unemployment  retea  are  for  adult  femalea  younger  than  60. 

Poverty  rates  are  for  fenale-headed  faoilliea  with  children. 
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3.  Cash  Transfers  and  Post-Transfer  Poverty  Rates 

This  section  compares  the  trends  in  the  market  income  poverty 
rates  and  post-transfer  poverty  rates.  It  shows  that  cash  transfers 
reduce  poverty  rates  below  actual  market  income  poverty  rates, 
but  that  the  difference  between  market  income  poverty  rates  and 
post-transfer  poverty  rates  has  narrowed.  This  narrowing  trend 
probably  resulted  from  the  decline  in  real  cash  transfers  in  the  late 
1970s  and  1980s,  and  to  a  lesser  extent  from  an  attendant  increase 
in  work. 

Work  Disincentive  Effect  of  Cash  Transfers 

Market  income  would  be  higher  if  income  transfers  did  not  exist. 
This  would  make  the  market  income  poverty  rate  lower  than  what 
we  observe.  It  would  not,  however^  make  the  market  income  pover- 
ty rate  lower  than  the  post-transfer  poverty  rate  achieved  under 
the  current  welfare  system.  . 

Cash  transfers  to  the  poor  reduce  the  poverty  rate.  This  will 
occur  as  long  as  recipients  maintain  their  earnings  level  or,  if  they 
cut  back  on  work,  reduce  their  market  income  by  less  than  a  dollar 
for  each  dollar  of  cash  transfers.  Even  before  the  rise  in  cash  trans- 
fers in  the  1960s,  roughly  half  of  all  poor  heads  of  families  did  not 
work.  In  the  shori>nin,  additional  income  transfers  for  them  might 
not  have  any  effect  on  their  market  income  because  they  had  none, 
but  it  could  affect  market  income  later  to  the  extent  that  it  might 
further  discourage  them  from  seeking  work.  For  poor  heads  of  fam- 
ilies  with  earnings  the  existing  labor  supply  evidence  suggests  that 
they  earn  less  after  receiving  cash  transfers  than  before,  but  that 
they  reduce  their  earnings  by  less  than  a  dollar  for  a  dollar's  worth 
of  cash  transfers.  Hence,  a  net  decrease  in  their  poverty  rate  re- 
sults. 

INCOME  MAINTENANCE  EXPERIMENT  RESULTS 

Henry  Aaron  recently  summarized  the  estimated  effect  of  cash 
transfers  on  work  from  the  Seattle-Denver  Income  Maintenance 
Experiment.^ 

•  •  •  Their  experiments  found  that  few  men  who  were 
offered  cash  assistance  actually  quit  their  jobs  and  that 
the  reduction  in  the  number  of  hours  they  worked  was 
under  10  percent.  But  the  tests  also  suggested  that  for 
every  $100  provided  to  male-headed  families,  earnings 
would  fall  $25  to  $50.  The  effect  of  cash  grants  on  the 
labor  supply  of  female  family  heads  was  somewhat  greater 
than  the  effect  on  males— and  the  impact  on  the  behavior 
of  wives  and  young  single  adults  was  greater  still.  This 
leakage  could  be  reduced  by  imposing  effective  work  re- 
quirements, but  that  strate^  raised  other  questions  to  be 
addressed  below. 

•  •  •  •  • 


*  Aaron,  Heno  J-  S»  V/cifare  Queetion*  SuU  Searching  for  Answer*,  the  Brookings  Review, 
fall  1984.  pp- 13-14. 
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The  acknowledgement  of  the  need  for  a  work  require- 
ment created  an  insoluble  dilemma,  however.  With  a  suffi- 
ciently coercive  administrative  system,  potential  welfare 
recipients  could  be  required  to  accept  existing  low-quality, 
low-wage  jobs  in  the  private  sector.  If  enough  private  sector 
jobs  did  not  exist,  public  sector  positions  could  be  created  at 
low  cost.  If  a  work  requirement  discouraged  enough  people 
from  applying  for  welfare,  costs  might  even  be  reduced.  But 
the  coercion  that  would  be  necessary  to  make  such  a 
requirement  work  violated  notions  of  fairness  and  rights. 
Alternatively,  the  public  sector  could  create  jobs  with  suffi- 
ciently attractive  working  conditions  and  wages  to  reduce 
greatly  the  need  for  coercion.  But  the  size  of  the  program 
would  be  unprecedented,  and  its  cost  would  be  pronibitive, 
particularly  since  many  workers  in  unattractive  private 
sector  jobs  would  find  it  expedient  to  switch  to  superior 
public  sector  jobs.  Trapped  on  this  political  Moebius  [sic]* 
strip,  welfare  reform  went  nowhere. 

The  Seattle-Denver  income  maintenance  experiment  results 
probably  overstate  the  work  disincentive  effect  of  cash  transfers 
today  because  they  reflect  on  average  a  relatively  generous  cash 
transfer  program  with  a  guarantee  of  115  percent  of  the  poverty 
line  and  a  benefit  reduction  rate  of  50  percent.  In  contrast,  the 
combined  AFDC  and  food  stamp  benefits  in  the  median  State  at 
the  beginning  of  1985  for  a  one-parent  family  of  three  persons  with 
no  countable  income  equalled  only  73  percent  of  the  poverty  line. 
Also,  the  statutory  marginal  benefit-reduction  rate  under  AFDC 
alone  was  67  percent  of  et  earnings"  *  for  the  first  four  consecu- 
tive months  of  work  and  1  JO  percent  thereafter. 

IMPACT  OF  INCIiEASED  CASH  TRANSFERS,  1S67-74 

Table  5-1  summarizes  the  only  sophisticated  estimates  available 
on  the  effect  of  increased  cash  transfers  from  1967  to  1974  on  the 
poverty  rate  after  accounting  for  work  disincentive  effects.  It  shows 
that  the  doubling  in  real  cash  transfers  from  1967  to  1974  corre- 
sponded to  an  additional  37  percent  decline  in  the  poverty  rate. 
One  can  see  in  each  year  that  the  actual  market  income  poverty 
rates  with  the  existing  cash  transfer  for  these  years  of  12.5  and 
13  9  percent  were  higher  than  the  estimated  market  income  pover- 
ty rates  of  11.9  and  12.4  percent,  respectively,  that  would  have  oc- 
cured  in  the  absence  of  cash  transfers.  This  means  that  cash  trans- 
fers were  estimated  to  have  increased  the  market  income  poverty 
rates  by  5  percent  in  1967  and,  after  doubling  in  real  terms,  by  12 
percent  in  1974  through  declines  in  earnings.  This  is  a  measure  of 
the  additional  work  disincentive  effect  of  the  rise  in  real  cash 
transfers. 

Despite  this  additional  work  disincentive  effect,  the  post-transfer 
poverty  rates  were  lowered  even  further.  The  post-transfer  poverty 
rates  of  11.2  and  11.4  percent  were  lower  than  the  estimated 
market  income  poverty  rates  in  the  absence  of  cash  transfers  by  5.9 


'A  Mobius  strip  is  a  onesided  surface  that  is  constructed  from  a  rectangle  b>  holding  on«  end 
fixed,  rotating  the  opposite  end  through  180  def:re«s.  and  applying  it  to  the  f*ni  end. 

*  "Net  earning"  under  AFDC  mean  gross  eammsrs  mmus  *ai  $105  monthly  8t«ndarxi  cammgs 
deduction  and  (bj  actual  child  care  costs,  up  to  $160  monthly  per  child  ifirst  year  of  worki. 
Thereafter  the  standard  deduction  drops  to  $75  monthly. 
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percent  in  1967  and  8.1  percent  in  1974.  Thus,  even  though  the 
higher  transfers  probably  induced  a  rise  in  market  income  poverty 
through  the  work  disincentive  effect,  their  net  effect  appears  to 
have  been  to  cut  the  poverty  rate  37  percent  more  than  it  would 
have  been  (((8.1/5.9)- l)x  100  ^-  37%)  if  cash  transfers  had  not  in- 
creased substantially. 

TABLE  5-L~ESTIMATED  CHANGE  IN  THE  RATE  OF  POVERTY  BEFORE  AND  ARER  CASH 
TRANSFERS  IN  1967  AND  1974  (PERCENTS)  ' 


1967  1974 


Actual  market  income  poverty  rate  with  existing  transfers   12.5  13.9 

Estimated  market  income  poverty  rate  in  the  absence  of  cash  transfers ...  11.9  12.4 

Poverty-transfer  poverty  rate   11.2  11.4 

Percentage  change  in  poverty  rate  from  the  estimated  market  Income 
poverty  rate  in  the  absence  of  cash  transfers  to  the  post-transfer 

poverty  rate   -5.9  -8.1 

'  Samples  mduded  ail  persons  living  jn  families  headed  by  persons  between  the  ages  of  20  and  59  and  not 
m  armed  services.  Tiansfcrs  to  these  families  increased  from  $12.6  Id  J26.6  billion  (constant  1983  dollars) 
from  1967  to  1974. 

Source.  Danzigei.  Sheldon  and  Robert  PiolniCk,  The  War  on  Incoruc  Po^'erty.  Achievements  and  Failures,  in 
Welfare  Reform  in  America,  p.  44. 

Impact  of  Transfers  on  Poverty  Rates,  1967-83 

Charts  5.3  and  5.4  show  the  actual  market  income  poverty  rates 
and  the  post-transfer  poverty  rates  from  1967  through  1983  for  fe- 
males and  males  heading  families  with  children,  respetively.  One 
would  expect  the  difference  between  the  respective  actual  market 
income  poverty  rates  and  the  post-transfer  poverty  rates  to  change 
with  the  level  of  real  cash  transfers.  That  is,  as  the  level  of  real 
cash  transfers  increases,  the  difference  between  the  actual  market 
income  poverty  rate  and  the  pcst-transfei  poverty  rate  increases. 
This  would  occur  for  two  reasons: 

(1)  As  real  cash  transfers  increase,  the  actual  market  income 
poverty  rate  will  increase  as  cash  transfer  recipients  reduce 
their  earnings. 

(2)  As  real  cash  transfers  increase,  the  post-transfer  poverty 
rate  will  decrease  as  cash  transfer  recipients  reduce  their  earn- 
ings by  less  than  their  increase  in  cash  transfers. 

The  reverse  of  this  pattern  would  also  occur  for  decreases  in  cash 
transfers: 

(1)  As  real  cash  transfers  decrease,  the  actual  market  income 
poverty  rate  will  decrease  as  cash  transfer  recipients  increase 
their  earnings. 

(2)  As  real  cash  transfers  decrease,  the  post-transfer  poverty 
rate  will  increase  as  cash  transfer  recipients  increase  their 
earnings  by  less  than  their  decrease  in  cash  transfers. 

One  can  observe  this  pattern  in  chart  5.5,  particularly  for  fe- 
males heading  families  with  children.  For  white  females,  the  differ* 
ence  betwi  en  actual  market  income  poverty  rates  and  post  transfer 
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^M^^  \n^o  "^creased  with  the  increased  real  cash  transfers  from 
I9b7  to  1973.  Then,  it  dropped  precipitously  with  the  ensuing  de- 
cline m  real  cash  transfers  in  the  late  1970s  and  1980s.  A  similar 
pattern  appears  for  nonwhite  females,  except  that  they  fluctuated 
?qSc"t  •?  P'^*®^"  °^  ^^5°"*  percentage  points  between  1969  and 
1975  Likewise,  males  have  a  comparable  pattern,  which  is  not  as 
evident  because  of  their  relatively  low  poverty  rates. 
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CHART  5.3.   Market  Income  Poverty  Rates  and  Pott-Tranafar  Poverty 
Rates  for  Honwhite  and  White  Malea:    1967  to  1983 
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CHART  5.4.    Htrkec  Income  Poverty  Rates  and  Post-Trtnsfer  Poverty 
Rates  for  Nonwhlte  and  White  Fcaales:    1967  to  1983 
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4.  Derivation  of  Distributions  of  Family  Income  Relative  to 
Poverty  Thresholds 

Chart  5.6  shows  the  distribution  of  family  income  for  families 
with  children  in  1983.  The  average  family  income  was  $25,283.  The 
income  class  with  the  highest  share  of  families  was  $20,000  to 
$25,000,  and  it  accounted  for  11.8  percent  of  families  with  children. 
About  54  percent  of  these  families  with  children  had^cash  family 
incomes  lower  than  $20,000,  while  about  10  percent  had  cash 
family  incomes  above  $50,000.  About  1  percent  had  cash  family  in- 
comes above  $75,000. 

For  families  with  children,  chart  5.7  shows  the  distribution  of 
family  income  relative  to  the  appropriate  poverty  thresholds  in 
1983.  For  example,  a  three-person  family  with  cash  income  of 
$22,500  would  have  its  family  income  divided  by  its  poverty  thresh- 
old ($8,280).  This  yields  a  ratio  of  2.72,  which  is  called  the  family 
"poverty  ratio.**  About  54  percent  of  families  with  children  had 
poverty  ratios  of  no  more  than  2.72.  If  a  family  of  three  had  cash 
income  equal  to  its  poverty  threshold,  its  ratio  would  be  $8,280  di- 
vided by  $8,280  or  one.  This  family  would  be  located  at  the  vertical 
line  above  one,  which  one  might  call  the  poverty  line.  Those  fami- 
lies at  or  to  the  left  of  this  line  have  ratios  no  more  than  one  and 
are  classified  as  poor.  Those  to  the  right  of  the  line  are  not  poor. 

About  19.0  percent  of  families  with  children  were  at  or  to  the  left 
of  the  poverty  line.  Nearly  10  percent  of  families  had  family  cash 
incomes  exceeding  4.5  times  their  poverty  thresholds.  The  income 
class  with  the  highest  share  of  families  was  between  2.0  and  2.5 
times  the  poverty  line,  and  it  contained  12.3  percent  of  all  families 
with  children.  Average  family  income  equalled  2.5  times  the  pover- 
ty line. 
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CHART  5.6.    Tlte  Distribution  of  Caili  Faaily  Incoise 
Aaong  FAoilco  with  Children:  1983 


CHART  5.7.    The  Dlttrlbutlon  of  Faally  Income  Poverty  Ratios 
Among  Ftnlllet  with  Children:  1983 
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5.  Trends  in  Distribution  of  Family  Income/Poverty  Ratios  From 

1968  Through  1983 

Table  5-2  shows  that  the  average  poverty  ratio  rose  from  2.48  in 
1968  to  2.73  in  1979,  and  it  then  dropped  to  2.48  in  1983.^  The  table 
also  shows  that  the  lowest  fifth  of  families  had  an  average  poverty 
income  ratio  of  0.91  in  1968,  compared  with  still  lower  ratios  of  0.83 
m  1979  and  0.60  in  1983.  The  average  income/poverty  ratio  of  the 
highest  fifth  of  families  was  8.0  times  that  of  the  lowest  fifth  in 
1983.  In  1968  the  top  fifth's  average  ratio  was  only  4.6  times  that  of 
the  bottom  fifth,  and  in  1979,  this  multiple  was  5.9. 

TABLE  5-2.-TRENDS  IN  AVERAGE  FAMILY  INCOME/POVERTY  RATIOS  BY  LOWEST  TO 
HIGHEST  FIFTHS  OF  FAMILIES  IN  1968,  1979,  AND  1983 


v^,r                 lowest  Second  Middle  Fourth  Tftnfifih  Avwaee 

Year   fifth       fifth  fifth  fifth  '^P"""  ^^^^^^^ 

1968                            0.91      1.82      2.41      3.02  4.18  2.48 

1979  83      1.90     2.70     3.50  4.91  2.73 

1983  60      1.53     2.35     3.24  4.78  2.48 


Table  5-3  presents  trends  in  the  distribution  of  poverty  ratios  for 
families  with  children  from  1968  through  1983.  In  general,  it  shows 
that  the  distribution  of  family  income/poverty  ratios  is  more  un- 
equal than  it  was  in  1968.  In  addition,  after  becoming  somewhat 
more  equal  from  1975  through  1979,  it  became  .markedly  more  un- 
equal after  1979.® 

During  the  1979-1983  period,  families  in  the  bottom  two-fifths 
lost  2.6  percentage  points  to  families  in  the  upper  one-fifth  while 
the  remainder  maintained  its  share.  Families  in  the  bottom  two- 
fifths  had  a  share  of  22.1  percent  in  1969,  but  this  dropped  in  10  of 
the  next  14  years  and  was  only  17.1  percent  in  1983.  Slightly  more 
than  half  of  this  5.0  percentage  point  drop  (or  2.6  percentage 
points)  occurred  after  1979.  At  the  same  time,  families  in  the  upper 
one-fifth  gained  2.6  percentage  points  in  their  share,  as  it  rose  from 
35.5  percent  in  1979  to  38.1  percent  in  1983. 

A  short  analysis  of  the  after-tax  data  available  from  the  Census 
Bureau  for  1979  through  1982  shows  a  similar  pattern.  The  lower 
two-fifths  lost  2.5  percentage  points  of  its  share  of  after-tax  income 
while  the  upper  one-fifth  gained  2.1  percentage  points.  During  this 
period,  the  share  of  the  lower  two-fifths  dropped  from  22.0  to  19.5 
percent  while  the  share  of  the  upper  fifth  rose  form  33.1  to  35.2 
percent.*^ 


*  Ar  indicated  eariter,  more  appropriate  companions  would  be  figures  from  years  at  the  same 
stage  of  similar  economic  cycles.  Unfortunately,  our  data  do  not  cover  a  long  enough  period  to 
do  this  and  to  study  long-term  trends,  too.  ,   .     ,     ,  »  r  • 

•  See  Appendix  F  for  a  discuwion  of  how  these  data  were  calculated  and  the  measure  of  in 


equality  that  was  used.  , 
'  The  percent  distributions  of  after^tax  data  by  qumtiles  were; 


LowMt  Second  Third  Fourth  }hf}itti 
mh       finh       fifth       fifth  fifth 


  7.2       14.8      19  9      24.9      33  1  100 
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TABLE  5-3  -TRENDS  IN  THE  DISTRIBUTION  OF  INCOME/POVERTY  RATIOS  FOR  FAMILIES 
WITH  CHILDREN  FROM  1968  THROUGH  1983 


Percentage  shares  of  cash  family  incomes  divided  ly  the 
appropriile  poverty  thresholds  that  went  to  each  fifth  of 
Calendar  year   total  families  with  children   ^^j^,, 

Lowest     Second      Third      Fourth  Kiehest 
 fifth       fifth       fifth       fifth  fifth  

1968   7.4  14.8  19.5  24.5  33.8  100 

1969   7.4  14.7  19.6  24.6  33.7  100 

1970   7.2  14.7  19.4  24.7  34.0  100 

1971   7.0  14.5  19.5  24.7  34.4  100 

1972   6.8  14.2  19.5  25.1  34.5  100 

1973   6.8  14.4  19.5  25.0  34.4  100 

974   6.4  14.3  20.6  25.1  34.6  100 

1975   6.3  13.9  19.6  25.3  34.9  100 

976   6.4  13.9  19.7  25.3  34.7  100 

1977   6.1  13.7  19.5  25.5  35.2  100 

978   6.1  13.7  19.5  25.4  35.4  100 

979   6.0  13.7  19.5  25.3  35.5  100 

1980   5.6  13.3  19.5  25.5  36.1  100 

1981   5.4  13.0  19.4  25.8  36.5  100 

982   4.9  12.7  19.1  25.9  37.5  100 

1983   4.8  12.3  18.9  26.0  38.1  100 

'  figures  may  not  add  exactly  imm  of  rounding. 

Sources,  March  Current  Population  Surveys  foi  1969  through  1984.  See  Appendix  f  foi  an  explanation  of  how 
these  figures  were  calculated. 

6.  Trends  in  Average  Family  Income  Poverty  Ratios  From  1968 

Through  1983 

This  section  examines  the  trends  in  average  family  income  pov- 
erty ratios  for  families  with  children.  Average  market  income  pov- 
erty ratios  peaked  for  male-headed  families  in  1978  and  in  1979 
and  1980  for  white  and  nonwhite  female-headed  families,  respec- 
tively The  cash  transfers  to  females  heading  families  with  children 
outstripped  the  inflation-induced  growth  in  their  poverty  thresh- 
olds in  the  late  1960s  and  early  1970s,  but  a  sharp  decline  in  real 
cash  transfers  began  in  the  mid-1970s  and  continued  unabated 
through  1983. 

Market  Income  Povehty  Ratios 

Chart  5.8  shows  that  average  market  income/poverty  ratios  were 
much  higher  for  whites  than  for  nonwhites  and  for  males  than  for 
females.  In  1983,  for  example,  the  figures  for  nonwhite  female- 
headed  families,  white  female-headed  families,  and  nonwhite  male- 
headed  families  were  only  26,  44,  and  77  percent  of  the  figure  for 
white  male-headed  families,  respectively. 
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At  their  peak  levels  in  1978,  average  incomes  for  white  and  non- 
white  male-headed  families  equalled  3.22  and  2.48,  respectively, 
times  their  poverty  thresholds.  Market  income/poverty  ratios  for 
white  females  peaked  at  1.48  in  1979  and  for  nonwhite  females  at 
0.82  in  1980.  Thus,  even  at  their  highest  point,  nonwhite  female- 
headed  families  had  mean  market  incomes  that  were  18  percent 
below  their  poverty  lines. 
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CHART  5*8*     Market  Family  Income  Poverty  Ratios  Among  Faniliea  with  Ghildr«n 
by  Race  and  Sex:     1963  to  1983 
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Cash  Transfer  Poverty  Ratios 

The  poverty  ratio,  which  measures  income  relative  to  the  official 
measure  of  need,  the  poverty  threshold,  can  also  be  used  to  assess 
the  relative  adequacy  of  cash  transfers.  The  cash  transfer  poverty 
ratio  is  obtained  by  dividing  a  family's  jash  transfers  by  the  appro- 
priate poverty  threshold. 

Chart  5.9  shows  that  the  average  cash  transfer  poverty  ratios 
were  much  higher  for  female-headed  families  with  children  than 
for  male-headed  families  with  children  and  remarkably  similar  for 
whites  than  nonwhites.  As  one  would  expect,  females  had  much 
higher  cash  tranfers  relative  to  their  poverty  thresholds  than  men. 
These  trends  also  show  the  effect  of  the  increases  in  real  cash 
transfers  from  the  late  19603  and  early  1970s  and  of  their  steep  de- 
cline from  the  mid-1970s  to  the  1980s.  The  ratio  for  nonwhite  fe- 
males, for  example,  went  from  0.29  in  1968  to  a  peak  of  0.40  in 
1973,  and  then  it  declined  to  a  new  low  point  during  this  period  of 
0.25  in  1983.  White  females  had  a  comparable  pattern,  and  they, 
too,  reached  a  new  low  for  this  period  at  0.27  in  1983. 

Much  like  the  patterns  for  women,  the  mean  ratios  for  male- 
headed  families  with  children  also  grew  in  the  late  19603  and  early 
1970s.  However,  the  men  did  not  experience  the  steep  decline  after 
the  mid-1970s.  This  probably  occurred  because  men  qualify  for 
social  insurance  benefits  more  often  than  women.  Since  social  secu- 
rit>  is  indexed  for  inflation  and  unemployment  compensation  bene- 
fits increase  with  nominal  wages,  which  in  turn  tend  to  rise  with 
inflation,  the  cash  transfers  to  male-headed  families  with  children 
would  not  have  suffered  the  decline  in  purchasing  power  experi- 
enced by  the  predominately  female  recipients  of  cash  welfare. 


CHART  5.9.    Mean  Cash  Transfer  Family  Incont  Povatty  Ratio*  Ammg  Familiaa  With 
Childran  By  Race  and  Sex:  1968  to  1983 
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7.  Changes  in  Poverty  Rates,  Mean  Incomes,  and  Distributions  of 

Income 

This  section  provides  the  results  of  an  analysis,  performed  by 
Peter  Gottshalk,  Associate  Professor  of  Economics  at  Bowdon  Col- 
lege, which  breaks  down  the  trends  in  poverty  rates  of  families 
with  children  from  1968  through  1983  into  changes  stemming  from 
these  factors.  (1)  changes  in  mean  market  income  relative  to  pover- 
ty (market  income  poverty  ratios),  (2)  changes  in  mean  cash  trans- 
fer income  relative  to  poverty  (cash  transfer  poverty  ratios);  and  (3) 
changes  in  a  measure  of  the  inequality  of  the  distribution  of  total 
cash  income  relative  to  poverty.  The  measures  used  in  this  analysis 
are  set  forth  in  Appendix  F.  In  general,  the  analysis  shows  that  de- 
spite growth  in  mean  market  incomes  relative  to  poverty,  growing 
mequality  of  total  income  among  families  with  children  has  result- 
ed in  higher  poverty  rates. 

Poverty  rates  can  change  as  a  result  of  a  change  in  the  mean 
level  of  market  or  cash  transfer  income  poverty  ratios  or  a  change 
in  a  the  distribution  of  this  variable.  For  example,  if  real  total  cash 
family  income  incrased  by  three  percent  for  every  family,  the  pov- 
erty rate  would  decline  because  some  families  with  real  total  cash 
family  income  just  below  their  poverty  lines  would  move  above 
their  thresholds.  However,  if  this  three  percent  gain  went  only  to 
non-poor  families,  the  povert>  rate  would  not  change  even  though 
mean  income  would  increase. 

Net  Changes  From  1968  Through  1983 

nonwhite  men 

The  poverty  rate  of  nonwhite  males  dropped  during  this  period 
from  23.4  to  20.6  percent  for  a  net  change  of  -2.b  percentage 
points.  Table  o-4  shows  that  if  all  nonwhite  males  had  experienced 
the  average  increase  in  nonwhite  male  market  income/ poverty 
ratios,  their  povert>  rates  would  have  declined  by  37  percent  or  by 
8.6  percentage  points.  This  would  have  yielded  a  1983  poverty  rate 
of  14.8  percent.  However,  an  increase  in  the  inequality  of  total  cash 
mcome  relative  to  poverty  among  nonwhite  men  led  to  an  increase 
in  the  poverty  rate  of  8.0  percentage  points.  The  remaining  reduc- 
tion of  0.6  percentage  points,  coupled  with  the  2.2  percentage  point 
drop  in  the  poverty  rate  attributed  to  increases  in  the  mean  cash 
transfer  poverty  ratio  yielded  the  net  change  of  -  2.8  percentage 
points  in  the  rate  of  poverty. 

NONWHITE  WOMEN 

Nonwhite  female  heads  also  experienced  a  substantial  net 
change  in  their  poverty  rate  of  -2.5  percentage  points.  The  sole 
source  of  their  drop  in  poverty,  unlike  that  of  nonwhite  men,  was  a 
6.5  percentage  point  change  attributable  to  gains  in  the  mean 
market  income  poverty  ratio.  Reductions  in  their  mean  cash  trans- 
fer poverty  ratio  and  an  increase  in  the  inequality  of  the  total  cash 
mcome  poverty  ratio  among  them  offset  their  average  market 
mcome  gains  by  a  combined  4.0  percentage  points.  This  left  the  net 
change  in  their  poverty  rate  at  -2.5  percentage  points. 
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WHITE  MEN  AND  WOMEN  , 

The  major  difference  between  whites  and  nonwhites  in  table  5-4 
is  that  poverty  rates  increased  for  whites,  but  decreased  for  non- 
whites  between  1968  and  1983.  The  +  3.8  percentage  point  change 
in  the  poverty  rate  for  white  male  heads  resulted  from  a  5.9  per- 
centage point  increase  attributed  to  greater  inequality  in  the  distri- 
bution of  total  cash  income  relative  to  poverty  among  them,  which 
was  offset  by  2.1  percentage  point  decline  attributed  to  gains  in 
mean  market  and  cash  transfer  income  poverty  ratios. 

The  net  change  of  +  3.7  percentage  points  in  the  poverty  rate  for 
white  female  heads,  unlike  the  rise  in  poverty  rate  for  white  men, 
was  attributable  not  only  to  an  increase  in  inequality  of  income 
among  white  females,  but  also  to  a  drop  in  mean  cash  transfer 
income  poverty  ratios.  These  two  factors  would  have  increased  the 
white  female  head  poverty  ra^  by  4.4  percentage  points  if  they  had 
not  been  offset  by  an  0.8  pei.entage  point  drop  attributed  to  a  gain 
in  mean  market  income  poverty  ratios, 

TABLE  5-4.-PERCENTAGE  POINT  CHANGES  IN  THE  RATE  OF  POVERTY  FOR  FAMILIES  WITH 
CHILDREN  FROM  1968  THROUGH  1983 


Percentage  point  changes  m  the  rate  of  poveiiy  because  of  changes  in- 
Head  of  family  by  sex/race        mm  SS/^  Wai^  Net  change 
income/  +  +     income  =    in  rate  of 

 gl  .Bs  ^^^^ 

Males: 

Nonwhite                  -8.6  -2  2  8.0  -2  8 

White                     -L6  -0.5  5.9  3.8 

Females: 

Nonwhite                  -6.5  2.9  1.1  -2  5 

White                     -0.8  2.3  2.1  3  7 


Changes  in  Sub-Periods,  1968-1983 

A  further  analysis  determined  when  these  changes  in  poverty 
rates  occurred.  Time  periods  were  broken  down  into  four  equal  sub- 
periods:  1968-1971,  1972-1975,  1976-1979,  and  1980-1983.8  Table  5- 
5  shows  the  detailed  results. 
In  general,  the  detailed  results  indicate  that: 
—The  net  change  of  -  2.8  percentage  points  in  the  poverty  rate 
of  nonwhite  male  heads  primarily  occurred  because  of  substan- 
tial gains  in  mean  market  income  relative  to  poverty  from 
1968  through  1979  that  were  offset  by  increases  in  the  inequal- 


■  Cyclical  conditions  hod  different  effecti>  *n  these  time  periuda  For  example,  the  frequency  of 
recessions  varied,  qb  follows  1968  1971  and  1D72  197;S  subperiods.  one  recession  each,  and  1976- 
1979  subperiod.  no  recession,  29SO  19&3  subf^jnod,  two  rccessMom*  The  analysis  does  not  distin. 
guish  these  cyclical  differences  from  secular  ones. 
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ity  of  total  cash  income  relative  to  poverty  in  the  1968-1971 
and  1980-1983  periods. 
—The  net  change  of  -2.5  percentage  points  in  the  poverty  rate 
of  nonwhite  female  heads  mainly  occurred  because  of  increases 
in  mean  market  income  poverty  ratios  from  1968  to  1980. 
Their  poverty  rate  reductions  attributed  to  increased  mean 
cash  transfer  poverty  ratios  in  the  1968-1971  period  were  more 
than  offset  by  poverty  rate  increases  stemming  from  the  de- 
cline in  mean  cash  transfer  poverty  ratios  in  1976  through 
1983. 

—The  net  change  of  +  3.8  percentage  points  in  the  poverty  rate 
of  white  males  resulted  mainly  from  increasing  inequality  of 
the  distribution  of  their  total  cash  income  relative  to  poverty 
over  the  entire  period. 

—Data  problems  did  not  permit  a  subperiod  breakdown  for  the 
3.7  percentage  point  increase  in  the  poverty  rate  for  white  fe- 
males. As  stated  earlier,  their  increase  resulted  from  a  decline 
in  their  mean  cash  transfer  poverty  ratio  and  to  an  increase  in 
inequality  of  total  cash  income  relative  to  their  poverty  thresh- 
olds. 

TABLE  5-5.-PERCENTAGE  POINT  CHANGES  IN  THE  RATE  OF  POVERTY  AMONG  FAMILIES 
WITH  CHILDREN  FROM  1968  THROUGH  1983 


Total  change  in  poverty  rate  

Total  change  in  poverty  by  subperiods: 

1968  to  1971  

1972  to  1975  

1976  to  1979  

1980  to  1983  

Change  in  poverty  rate  because  of: 
Chan^^es  in  mean  market  income 
divided  by  poverty  thresholds: 

1968  to  1983  

1968  to  1971  

1972  to  1975  

1976  to  1979  

1980  to  1983  

Changes  in  mean  cash  transfers 
divided  by  poverty  thresholds: 

1968  to  1983  

1968  to  1971  

1972  to  1975  

1976  to  1979  

1980  to  1983  


Percentage  point  changes  In  poverty  rales 
Ma!e  -  Female 

Nonwhite       White       Nonwhite  White 


-2.8 

3.8 

-2.5 

3.7 

-3.8 

-.8 

-1.4 

na 

-3.5 

.3 

-3.7 

na 

0 

1.6 

-2.4 

na 

4.5 

2.7 

5.0 

na 

-8.6 

-1.6 

-6.5 

-.8 

-6.1 

-1.9 

-1.7 

-1.4 

-1.3 

0 

-1.4 

na 

-1.3 

.4 

-5.9 

na 

.1 

-.1 

2.5 

na 

-2.2 

-.5 

2.9 

2.3 

-.7 

-.3- 

-4.5 

-4.3 

-1.3 

-.4 

.2 

na 

-.6 

.2 

4.9 

na 

.4 

0 

2.3 

na 
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TABLE  5-5  -PERCENTAGE  POINT  CHANGES  IN  THE  RATE  OF  POVERTY  AMONG  FAMILIES 
WITH  CHILDREN  FROM  1968  THROUGH  1983-Continue(l 


Percentage  point  changes  in  poverty  rates 

Male   Female 

Nonwhite       V/hite       Nonwhite  White 


Changes  in  inequality  of  the  distri- 
bution of  total  income  divided  by 
poverty  thresholds: 

1968  to  1983   8.0 

1968  to  1971   3  0 

1972  to  1975   -..9 

1976  to  1979   1.9 

1980  to  1983   4.0 


The  letters  "na"  mean  not  available 


8.  Simulations  of  Future  Poverty  Rates 

This  section  presents  an  extension  of  the  historical  analysis  in 
the  preceding  section.  In  this  analysis,  Professor  Gottshalk  simulat- 
ed the  effect  of  economic  growth  on  poverty  rates.  He  assumed  that 
mean  cash  transfer  income  poverty  ratios  and  the  measure  of  in- 
equality of  the  total  cash  income  distribution  relative  to  poverty 
would  not  change  in  the  future.  He  then  asked  these  questions  for 
nonwhite  male-  and  female-headed  families  with  children  and 
white  male-headed  families  with  children:  ® 

—If  average  market  income  poverty  ratios  grew  by  two  or  three 
percent  per  year  for  all  families  from  1983  to  1988,  what  would 
be  the  poverty  rates  in  1988? 

—If  average  market  income  poverty  grew  at  two  or  three  percent 
indefinitely  for  all  families,  how  long  would  it  take  for  each 
group  to  reach  the  poverty  rate  they  had  in  1979? 

Table  5-6  summarizes  the  results.  For  nonwhite  male  heads  the 
poverty  rate  would  drop  from  20.6  percent  in  1983  to  18.7  or  17.8  in 
1988  under  the  two  or  three  percent  growth  rates,  respectively.  For 
nonwhite  female  heads  the  poverty  rate  would  drop  from  63.3  per- 
cent in  1983  to  59.9  or  58.0  percent  in  1988  under  the  two  or  three 
percent  growth  rates,  respectively.  For  white  males,  the  poverty 
rate  would  drop  from  10.4  percent  in  1983  to  8.9  or  8.2  percent  in 
1988,  respectively. 


5.9 

1.1 

2.1 

1.4 

4.8 

1.0 

.7 

-2.5 

na 

1.0 

-1.4 

na 

2.8 

.2 

na 

•  Data  limitaliona  did  not  permit  estimates  for  white  femaie-headed  families  with  children. 
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TABLE  5-6.-SIMULATED  POVERTY  RATES  IN  THE  FUTURE 


Heads  of  families  with  children 


Males 


Females, 
nonwhite 


White 


Nonwhite 


Actual  posMransfer  poverty  rates: 

1979  

1983  


6.1 
10.4 


14.9 
20.6 


57.4 
63.3 


Simulated  post-transfer  poverty  rates  in  1988:  ^ 

2  percent  growth  rate^  

3  percent  growth  rate  


8.9 
8.2 


18.7 
17.8 


59.9 
58.0 


Number  of  years  to  reach  1979  post-transfer  poverty 


rate: 

2  percent  growth  rate 

3  percent  growth  rate 


18 
12 


18 
12 


8 

5 


'  Assume^)  that  the  means  of  cash  transfer  incomes  relative  to  the  appropriate  povertv  thresholds  and  the 
jnequaiit>  of  the  distribution  to  tota!  cash  income  relative  to  the  appropriate  povertv  thresholds  do  not  change. 
2  Growth  rates  are  for  the  means  of  market  incomes  relative  to  the  poverty  thresholds. 

Partly  because  the  poverty  rates  of  male- headed  families  with 
children  were  so  high  in  1983  relative  to  1979  and  because  recent 
increases  in  inequality  were  so  large,  it  takes  a  long  time  in  these 
simulations  for  the  males  to  return  to  their  1979  levels.  For  white 
and  nonwhite  male  heads,  the  simulations  show  18  or  12  years 
under  the  two  or  three  percent  growth  rates,  respectively,  to  reach 
their  1979  poverty  rates  of  6.1  and  14.9  percent,  respectively.  For 
nonwhite  female  heads  of  families  with  children,  the  time  periods 
are  much  shorter.  After  8  or  5  years  for  the  2  or  3  percent  growth 
rates,  respectively,  poverty  rates  reach  57.4  percent. 

One  should  interpret  and  use  these  results  cautiously  for  several 
reasons: 

—The  assumptions  of  equiproportionate  growth  rates  of  two  or 
three  percent  in  market  income/ poverty  ratios  are  higher  than 
recent  experience.  For  example,  a  three  percent  growth  rate  in 
average  market  income/poverty  ratios  has  not  been  reached 
since  the  1960s.  Moreover,  the  distribution  of  total  income  has 
been  growing  more  unequal.  As  a  result,  the  simulations  might 
overestimate  the  poverty  rate  decreases  in  the  future. 

—The  future  may  not  resemble  the  recent  past.  For  example,  as 
the  "baby  boom"  generation  ages  into  the  peak  earnings  years, 
the  distribution  of  total  cash  income  could  become  more  equal 
if  the  earnings  distribution  becomes  more  equal.  As  a  result, 
the  simulations  might  underestimate  the  proverty  rate  de- 
creases. 

—With  increasing  pressure  to  cut  Federal  outlays,  average  cash 
transfer  poverty  ratios  might  decline.  This  would  make  lower 
poverty  rates  even  harder  to  achieve. 
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CHAPTER  VI.  GOVERNMENT  TRANSFER  SPENDING: 
RELATIONSHIP  TO  POVERTY  OF  CHILDREN* 

1.  Introduction 

The  incidence  of  poverty  among  children  climbed  more  than  50 
percent  from  1973  to  1983,  and  their  poverty  income  deficit  wid- 
ened by  $5.9  billion  in  constant  1983  dollars.  This  rise  in  child  pov- 
erty occurred  despite  a  real  rise  of  $133  billion  (83  percent)  in  Fed- 
eral spending  for  income  security. 

The  poverty  rate  of  children  rose  in  all  but  2  years  of  the  decade 
(1976  and  1978),  but  most  of  the  growth  took  place  in  the  second 
half,  as  was  shown  earlier. 

Why  did  poverty  of  children  rise  in  the  face  of  higher  overall 
Federal  outlays  on  income  security? 

This  chapter  is  devoted  to  answering  this  apparent  paradox,  and 
to  examining  how  and  to  what  extent  children  (and  their  families) 
are  aided  by  basic  programs  providing  social  insurance,  cash  wel- 
fare, food  stamps,  Mediciaid,  and  subsidized  housing. 

Major  findings  of  this  chapter  include: 

^There  is  no  paradox.  Government  spending  for  social  insurance 
and  cash  welfare  benefits  to  poor  children,  unlike  overall 
income  security  outlays,  declined  in  value  from  1973  to  1983. 
Adjusted  for  price  inflation,  aggregate  social  insurance  and 
cash  welfare  payments  to  children  with  insufficient  market 
income  (the  market  income  poor)  were  about  six  percent  small- 
er at  the  end  of  the  decade  than  at  the  beginning.  Further- 
more, the  population  of  such  poor  children  grew  abSut  30  per- 
cent. Hence,  Government  cash  transfers  per  child  in  need  of 
them  fell  significantly. 

—The  rise  in  the  incidence  and  severity  of  market  income-pover- 
ty of  children  during  the  decade  was  so  large  that  real  cash 
transfers  would  have  had  to  rise  substantially  to  compensate. 

—The  share  of  poor  children  served  by  AFDC  and  food  stamps 
has  declined.  The  number  of  AFDC  children  per  100  pre-wel- 
fare  poor  children  decreased  from  73  to  50  during  the  decade. 
The  share  of  poor  children  who  received  food  stamps  in  a 
survey  month  fell  from  76  percent  in  1978  to  69  percent  in 
1982.  However,  the  share  of  poor  children  covered  by  Medicaid 
was  unchanged  from  1970  to  1983,  at  about  one-half,  and  the 
share  of  poor  households  with  children  that  received  subsidized 
housing  rose  slightly  from  1977  to  1981,  when  it  was  almost 
one  out  of  six.  In  recent  years  both  the  food  stamp  program 
and  Medicaid  have  concentrated  more  of  their  benefits  on  very 


'Veo  Burke  wrote  p«te  1  3.  5,  and  9  of  this  chapter.  Cannon  D.  Solomon  wrote  part  4,  Joe 
Richardson  parta  6  and  8,  and  Jennifer  O'Sulhvan  and  Joeeph  A.  Cislowiki,  part  7.  Richard 
Rimkunas  prepared  the  computer  graphs  and  complied  many  data  table*. 
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poor  children,  those  with  income  below  50  percent  of  the  pover- 
ty threshold. 

— AFDC  benefits  declined.  The  maximum  AFDC  benefit  of  the 
median  State  (ranked  by  benefit  level)  fell  about  one-third 
from  July  1971  to  January  1985  in  constant  dollars.  Some  of 
the  cash  benefit  loss  was  offset  by  food  stamps.  However,  com- 
bined  AFDC-food  stamp  benefits  fell  about^one-fifth. 

—Many  States  have  increased  their  reMcmce  on  food  stamps, 
which  are  100  percent  federally  funded,  as  a  supplement  to 
AFDC  cash.  Food  stamps  now  represent  about  one-third  of 
combined  maximum  benefits  from  the  two  programs  in  the 
median  AFDC  State.  In  1971  their  corresponding  share  was 
about  one-fifth. 

-In  1983  an  estimated  $46.7  billion  (Federal-State-local  funds) 
were  spent  on  basic  welfare  benefits  plus  social  security  for 
children  and/or  families  with  children,  AFDC  accounted  for 
$13.8  billion  ($7.5  billion  Federal  funds);  Medicaid,  $9  billion; 
social  security,  $10.5  billion;  food  stamps,  $9.4  billion,  and  sub- 
sidized housing,  $4  billion.  Cash  benefits  for  children  and  their 
families  declined  in  real  terms  during  the  decade  (15  percent 
decrease  for  AFDC  and  19  percent  for  social  security).  Mcgor 
non-cash  outlays  for  children  and  their  families  (food  stamps, 
subsidized  housing,  and  Medicaid)  increased  sharply  over  the 
decade,  but  in  the  latter  part  of  the  period  food  and  medical 
benefits  did  not  keep  pace  with  the  rise  in  the  number  of  poor 
families  with  children.  See  Table  6-35. 

This  chapter  is  organized  as  follows: 
Discussion  of  some  of  the  reasons  why  higher  income  security 
outlays,  even  if  directed  at  children,  might  not  lower  their  pov- 
erty rates,  nor  narrow  their  poverty  income  gaps; 

-Examination  of  trends  in  cash  income  transfei*s  and  food 
stamp  benefits  for  children; 

--Detailed  account  of  the  operation  of  AFDC,  the  primary  cash 
welfare  program  for  children,  showing  its  relationship  to  poor 
children; 

—Summary  account  of  aid  provided  by  social  security  to  children 
and  their  parents; 

—Summary  accounts  of  three  basic  non-cash  welfare  programs 
and  their  help  for  children  or  families  (households)  with  chil- 
dren—food stamps.  Medicaid,  and  subsidized  housing. 

Five  appendixes  provide  additional  information  about  aid  for 
children. 

—Appendix  A  presents  more  details  about  the  operation  of 
AFDC,  food  stamps.  Medicaid,  and  subsidized  housing. 

—Appendix  B  shows  how  an  array  of  22  other  programs  help 
some  poor  children  by  providing  cash  aid,  energy  aid,  child  nu- 
trition, foster  care,  day  care,  medical  services,  and  child  sup- 
port enforcement. 

—Appendix  C  gives  a  history  of  Federal  employment  and  train- 
ing programs. 

—Appendix  D  discusses  AFDC  and  work. 

—Appendix  E  presents  a  chronology  of  Ck)ngressional  action  on 
selected  major  income  benefits  for  children  (or  families  with 
children)  from  1960  through  1984.  q 
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2.  Why  Didn't  Child  Poverty  Decrease  as  Outlays  for  Social 
Programs  Increased 

History  shows  that  higher  outlays  for  income  security  may  not 
reduce  poverty  rates  of  children  or  fill  some  of  their  poverty 
income  deficits.  Major  reasons  follow: 

—Benefits  untested  for  income.  Most  income  security  dollars  are 
not  income-tested;  most  are  paid  under  social  insurance  pro- 
grams and  are  not  affected  by  the  beneficiary's  income.  For  ex- 
ample, 58  percent  of  Federal  income  security  outlays  in  1983 
went  to  social  security  enroUees.  Further,  most  of  these  bene- 
fits went  to  adults  without  dependent  children. 

—Uncounted  benefits.  Most  income-tested  transfers  are  not  in 
the  form  of  cash  benefits  and,  thus,  are  not  counted  in  the  offi- 
cial poverty  data.  Most  need-tested  transfers  go  directly  to  ven- 
dors or  providers  of  the  service;  or,  as  in  the  case  of  food 
stamps,  are  paid  in  non-cash  form  to  the  recipient.  However,  as 
was  seen  in  chapter  2,  poverty  rose  sharply  among  children 
from  1979-1983  even  if  food  stamps,  subsidized  housing,  and 
medical  care  are  assigned  a  value  and  included  in  counted 
income  of  recipients. 

—Exclusions  from  cash  help.  Many  poor  children  are  excluded 
from  cash  income  transfers.  This  happens  in  two  ways,  first,  by 
categorical  limits,  and,  second,  by  sub^poverty  income  limits. 

To  receive  social  insurance  benefits,  such  as  a  social  security 
survivor's  benefit  or  a  dependent's  allowance  under  Unemploy- 
ment Insurance  (offered  only  in  a  few  States),  a  child  must 
have  a  parent  who  earned  coverage  through  work  before  be- 
coming unemployed  or  disabled  or  before  retiring  or  dying.  To 
receive  cash  aid  from  AFDC,  a  needy  child  must  be  in  a  one- 
parent  family,  unless  the  second  parent  is  disabled,  unem- 
ployed, or  "underemployed"  (works  fewer  than  100  hours  a 
month)  In  the  latter  case  the  jobless  parent  must  be  the  prin- 
cipal earner  and  must  have  worked  a  specified  minimum  time 
in  the  past.  Further,  the  family  must  live  in  one  of  the  25  ju- 
risdictions that  offer  AFDC  to  Unemployed  Parents  (AFDC- 
UP). 

Some  poor  children  are  excluded  from  income  transfers  by 
income  limits.  Families  are  ineligible  for  AFDC  when  counted 
income  (earnings  minus  allowances  plus  unearned  income) 
equals  the  State  payment  standard.  These  standards  are  below 
poverty  thresholds  in  most  States.  Furthermore,  gross  income 
limits  are  under  the  poverty  line  for  four  persons  in  24  States, 
for  three  persons  in  J  8  States  (January  1985). 
-Benefits  to  nonpoor.  Some  welfare  dollar  go  to  families  that 
are  nonpoor.  This  can  happen  because  of  differences  in  "ac- 
counting" periods.  Poverty  status  is  calculated  by  the  Census 
Bureau  on  the  basis  of  annual  income,  but  welfare  programs 
aid  people  on  the  basis  of  their  income  needs  in  a  shorter 
period,  usually  a  month.  A  family  that  is  needy  for  a  part  of 
the  year  and  has  low  liquid  assets  can  receive  AFDC  but  later 
be  recalled  to  work,  leave  AFDC,  and  complete  the  year  with  a 
total  income  above  the  poverty  threshold. 
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Moreover,  until  Congress  changed  the  law  in  late  1981  (Om* 
nibus  Budget  Reconciliation  Act,  Public  Law  97-35),  a  work  in- 
centive bonus  in  AFDC  required  States  to  phase  out  AFDC 
benefits  gradually  for  recipients  who  increased  their  earnings. 
Working  welfare  mothers  then  were  entitled  to  an  AFDC  sup- 
plement until  gross  wages  were  well  above  the  State  standard 
of  need,  and,  in  some  relatively  high  benefit  States,  even  after 
wages  had  lifted  them  out  of  poverty. 
—Work  reductions.  Finally,  transfers  reduce  need  to  work  and 
cause  some  increase  in  market  income  poverty,  according  to 
several  studies,  as  was  noted  in  chapter  5.  TTiis  means  that  it 
can  require  more  than  a  dollar  in  transfer  income  to  yield  a 
net  gain  of  one  dollar  to  the  recipient. 

3.  Trendb  in  Cash  Income  Transfers  and  Food  Stamp  Benefits  for 

Poor  Children 

Size  of  Transfers 

social  insurance 

In  constant  1983  dollars,  aggregate  social  insurance  benefits  to 
poor  children  ^primarily  social  security  and  unemployment  insur- 
ance benefits)  declined  from  $4.4  billion  in  1973  to  $4.1  billion  in 
1983  (after  peaking  at  $4.7  billion  in  1975  and  falling  to  $3.2  billion 
in  1979),  as  Table  6-1  shows.  (Excluded  from  the  table  are  pay- 
ments to  parents,  and  to  children  and  parents  in  families  whose 
annual  market  income  exceeded  poverty  thresholds.)  The  drop  in 
aggregate  benefits  from  1973-1983  was  6  percent.  But  over  the 
decade  the  number  of  pretransfer  poor  children  increased  by  3.7 
million,  or  30  percent.  If  the  social  insurance  benefits  had  been 
evenly  distributed  among  the  children  whose  market  income  fell 
short  of  poverty,  per  capita  benefits  would  have  fallen  from  $357  in 
1973  to  $258  in  1983,  a  drop  of  28  percent. 

TABLE  6-1.-S0CIAL  INSURANCE  PAYMENTS  FOR  CHILDREN  IN  MARKET  INCOME  POVERTY 


Social  insurance  Number  of  children  Social  insurance 

benefits  to  children      poor  before  benefits  available 

(millions  of  1983        transfers  per  child  (1983 

dollars)          (thousands)  dollars) 


1973   $4,409  12,339  $357 

1974   4,351  13,124  332 

1975   4,712  14,460  326 

1976   3.941  12,960  304 

1977   3,825  12,948  295 

1978   3,358  12,512  268 

1979   3,153  12.447  253 

1980   3,671  13,860  265 

1981   3,814  14,851  257 

1982   3,917  15,988  245 

1983   4,139  16,039  258 


Source  hUmm  derived  from  the  March  Cuirent  Population  Survey.  1374  1984.  Rellect5>  underreporting  of 
^  income  l>y  respondents.  Column  1  represents  children's  pro  rata  share  of  reported  family  benefits. 
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CASH  WELFARE  BENEFITS 


The  picture  is  similar  for  cash  welfare  benefits.  In  constant  1983 
dollars,  aggregate  cash  welfare  benefits  to  pre-welfare  poor  chil- 
dren from  Federal,  State  and  local  funds  declined  from  $6.9  billion 
in  1973  to  $6.5  billion  in  1983.  (Excluded  fmm  the  table  are  the  par- 
ents' share  of  such  benefits,  roughly  estimated  at  $3.1  billion  in 
1983,  and  sums  paid  to  children  and  parents  in  families  whose 
annual  cash  income  minus  welfare  benefits  exceeded  poverty.)  The 
drop  in  aggregate  cash  benefits  was  6  percent  (as  it  was  for  social 
insurance).  If  these  cash  welfare  benefits  had  been  evenlv  distribut- 
ed among  the  children  whose  pre-welfare  income  (market  income 
plus  social  insurance)  was  below  poverty,  the  per  capita  amounts 
would  have  dropped  from  $638  in  1973  to  $452  in  1983,  a  decline  of 
29  percent.  This  is  shown  in  Table  6-2. 

TABLE  6-2. -CASH  WELFARE  BENEFITS  FOR  CHILDREN  POOR  BEFORE  WELFARE 


ben^,^rSrea  SaiSg  be»Ie 
(™"S°V3S3  P-;,e-re 


1973. 
1974. 
1975. 
1976. 
1977. 
1978. 
1979. 
1980. 
1981., 
1982., 
1983. 


$6,861 

10,758 

$638 

6,652 

11,463 

580 

6,550 

12,237 

535 

6,672 

11,231 

594 

6,897 

10,843 

636 

6,128 

11,132 

550 

5,793 

11,086 

523 

6.124 

12,379 

495 

6,072 

13,274 

457 

6,268 

14,284 

439 

6,472 

14,306 

452 

Source  Estimates  derived  from  the  March  Current  Population  Survey.  1974-1984.  Reflects  under-reportmg  of 
income  by  respondents.  Column  1  represents  childrens  pro  rata  share  of  reported  family  Iwnefits. 


FOOD  STAMP  BENEFITS 

Food  stamp  benefits  do  not  affect  official  poverty  rates  because 
they  are  not  counted  as  income,  but  they  increase  the  food  buying 
power  of  those  who  receive  them  and,  thus,  relieve  their  money 
income  poverty. 

Unlike  aggregate  cash  oayments  to  children  (social  insurance 
and  cash  welfare),  which  declined  six  percent  in  real  terms  from 
1973  to  1983,  food  stamp  benefits  to  children  rose  by  three-fourths 
from  1974  to  1983  in  real  terms  (Table  6-3).  The  rise  in  children's 
food  stamp  benefits  exceeded  the  increase  in  the  number  of  poor 
children  over  this  period,  which  amounted  to  34  percent  (3.8  mil- 
lion children).  If  the  food  stamp  benefits  had  been  evenly  distribut- 
ed among  the  poor  children,  per  capita  benefits  would  have  risen 
from  $340  in  1974  (in  1983  dollars)  to  $446  in  1983,  an  increase  of 
31  percent. 
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TABLE  6-3.-FOOD  STAMP  BENEFITS  FOR  POOR  CHILDREN 


Food  stamp  r.^ 
glsto      N.n,bero(«ren  JggP^ 

mm  of.  1983      (thousands)       ^  ^i^)^^ 


dollars) 


19743                                    $3,390           9,967  $340 

1975                                       4,865          10,882  447 

1976                                       5,522          10,031  548 

1977                                       4,887          10,028  487 

1978                                       4,642           9,722  477 

1979                                       4,488           9,993  449 

1980                                       5,557          11,114  500 

1981                                       5,893          12,068  488 

1982                                       5,383          13,139  410 

1983                                         5,950          13,326  446 

'  Estimates  baseii  on  benefits  fo<  tiousehoids  ivith  chikiren.  Excludes  tienefits  fo<  adults  in  the  household, 
assumed  to  equal  31  percent  of  such  household's  benefits  from  1974  1979,  35  percent  m  1980  and  1981,  37 
percent  in  1982  and  19Sj. 

2  Number  of  related  children  in  families  poor  after  cash  transfers.  Excludes  unrelated  children. 

3  The  first  year  shown  is  1974  because  the  program  was  not  natiomvide  in  1973. 


TOTAL  CASK  AND  FOOD  STAMP  BENEFITS 

Table  6-4  presents  estimated  benefits  available  per  poor  child 
from  social  insurance  programs,  cash  welfare  benefits,  and  food 
stamps,  in  the  period  1974-1983.  It  shows  that  total  available  bene- 
fits, relative  to  the  number  of  poor  children,  peaked  in  1976  and 
that  1983  total  benefits  were  20  percent  below  that  peak,  8  percent 
below  the  1974  level. 

TABLE  6-4.-ESTIMATED  BENEFITS  AVAILABLE  PER  POOR  CHILD,  1974-83 
[1983  dollars] 


Social  insurance    Cash  welfare     poorfstsmnss    Total  bcnofii-! 
payments'       benefits''      foodsiamp*      loiai  Deneiits 


1973   $357  $638  {*}  n.a. 

1974   332  580  $340  $1,252 

1975   326  535  447  1,308 

1976   304  594  548  1,446 

1977   295  636  487  1,418 

1978   268  550  447  1,295 

1979   253  523  449  1,225 

1980   265  495  500  1,260 

1981   257  457  488  1,202 

1982   245  439  410  1,094 

1983   258  452  446  1,156 


'  Per  chi'd  poor  before  government  payments 

*  Per  chi:d  poor  after  social  msurarice  payments 
3  Per  child  poor  after  cash  transfers. 

♦  Program  was  not  natio-wide  in  that  year 
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TRANSFERS*  IMPACT  ON  POVERIY  RATES 

From  1973  to  1983  the  proportion  of  children  in  families  whose 
market  income  was  below  their  poverty  threshold  climbed  40  per- 
cent The  share  of  children  poor  after  social  insurance  rose  44  per- 
cent, however,  and  the  share  poor  after  all  transfers  increased  even 
more  sharply,  by  52  percent.  The  disproportionate  rise  in  final 
money  income  poverty  reflects  a  smaller  impact  of  transfers  upon 
poverty  rates.  Table  6-5  presents  the  market  income,  pre-welfare, 
and  post'transfer  money  income  poverty  rates  for  children  from 
1973  to  1983. 


TABLE  6-5.-P0VERTY  RATES  FOR  ALL  CHILDREN  UNDER  18  BY  SOURCE  OF  INCOME, 

1972-83 


Year 

Market  incomt 
poverty  rate » 

Pre-welfare  poverty 
rate  2 

Post-transfer 
poverty  rate » 
(official  measure) 

1972 

  18.9 

16.8 

15.2 

1973 

  18.4 

16.0 

14.4 

1974 

  19.8 

17.3 

15.7 

1975 

  22.2 

18.9 

17.0 

1976 

  20.3 

17.5 

16.0 

1977 

  20.5 

17.9 

16.2 

1978 

  20.0 

17.8 

16.3 

1979 

  20.2 

18.0 

16.4 

1980 

  22.0 

19.7 

18.4 

1981 

  23.8 

21.3 

20.0 

1982 

  25.6 

22.9 

21.9 

1983 

  25.8 

23.0 

22.2 

» Indudes  \mm  from  sources  such  as  earnings,  dividafrtb,  inleresl.  private  and  pubin,  p^nsiwis.  alimony 
and  child  support.  ' 
^  In  addition  to  all  the  inwme  contained  m  the  market  income  category,  includes  tmfils  from  Social 
Security.  Railroad  Retirement,  Unempkpient  Compensatton.  Worton^  CompensaDon,  dnd  k^eteians  benefits. 

'  In  addition  to  all  the  inccme  In  column  2.  includes  cash  welfare  bmfiiB. 

Note.— Table  prepared  by  Congressional  Research  Service. 

Source.  Estimates  derived  from  the  March  Current  ?opM'^^  Survey,  1973-1984. 
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Together  social  insurance  and  cash  welfare  transfers  in  1973  re- 
duced the  poverty  rate  of  children  from  a  market  income  level  of 
18.4  percent  to  a  post-transfer  level  of  14.4  percent.  This  was  a  re- 
duction of  21.7  percent.  In  contrast,  the  combined  impact  of  social 
insurance  and  cash  welfare  payments  in  1983  lowered  the  poverty 
rate  by  only  14  percent  (from  25.8  percent  before  transfers  to  22.2 
percent  after  them).  If  transfers  in  1983  had  achieved  the  same  rel- 
ative poverty  reduction  as  in  1973,  there  would  have  been  about  1.2 
million  fewer  poor  children  in  1983.  Chart  6.1  shows  that  the  gap 
between  market  income  poverty  rates  and  post-transfer  poverty 
rates  of  children  has  narrowed,  expecially  since  1978.  Charts  5.3 
and  0.4  (chapter  V;  provide  corresponding  poverty  rates  for  females 
and  males  heading  families  with  children,  by  race,  1967-1983. 

CHART  6.1 

Poverty  Rates  for  All  Children 
by  Source  of  Income    1972  -  1983 


O-l  I  T  •  1  ■  »  '  ' 

1572  im  197ft  I97»  1*80  1982  tSli 

Year 

Transfers'  Impact  on  Poverty  Income  Deficit 

In  1973  market  income  available  for  children  fell  short  of  their 
poverty  thresholds  by  $21.2  billion  dollars  (constant  1983  dollars). 
In  1983  the  market  income  poverty  deficit  of  children  climbed  to 
$26.5  billion.  Thus,  the  pre-transfer  gap  widened  by  $5.3  billion. 

Social  insurance  and  welfare  benefits,  which  had  reduced  the 
1973  income  gap  of  poor  children  by  $11.2  billion,  contributed  only 
$10.6  billion  ^.constant  1983  dollars)  to  reducing  the  larger  1983  def- 
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h«^J?,t^i?'^  l^^^  "^l^^  ^e'^ical  bar  shows  the  amount 
^LZi^  J°l  '^^^^^'^^^        short  of  their  poverty 

threshold  year  by  year.  The  black  bar  shows  the  income  deficit  re- 
^^"^  ^^^l^^-  insurance,  and  the  third  bar  shows  the  final 
money  income  deficit  remammg  after  all  cash  transfers.  (Support 
data  tor  this  chart  and  others  m  the  report  are  in  Appendix  I ) 
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CHART  6.2 

Aggregate  Income  Deficit  for  All  Children 
by  Source  of  Income  ;  1972  -  1983 
in  Constant  1983  Dollars 

30000-1 
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The  general  rise  in  children's  poverty  income  gap  over  the 
decade  reflected  a  rise  in  the  number  of  poor  children.  Because  of 
that  increase,  the  per  capita  income  deficit  of  children  before  trans- 
fers declined  from  $1,720  in  1973  to  $1,651  in  1983  (constant  1983 
dollar),  a  drop  of  4  percent.  Because  of  the  relative  shrinkage  in 
cash  welfare  benefits,  however,  the  per  capita  money  income  deficit 
left  after  money  transfers  increased  during  the  decade,  climbing 
from  $1,032  to  $1,149,  an  increase  of  11  percent.  Chart  6.3  plots  the 
course  of  the  per  capita  income  deficit  of  children  from  1969  to 


aiART  6.3 

Per  Capita  Income  Deficit  for  All  Children 
by  Source  of  Income  :  1972  -  1983 
in  Constant  1983  Dollars 

2000-1 
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4.  Aid  to  Families  With  Dependent  Children  (AFDC)  and  Poor 

Children 

iNTRODUCmON 

The  AFDC  propram  differs  substantially  by  State  in  the  benefit 
standards  it  uses  and  the  share  of  poor  children  it  aids.  No  State 
links  its  need  or  payment  standards  to  poverty  thresholds.  Indeed, 
only  one  State,  Alaska,  pays  maximum  benefits  that  are  higher 
than  poverty  threshold  amounts.  In  all  of  the  other  States  and  ju- 
risdictions persons  with  no  countable  income  still  would  be  consid- 
ered poor  after  receipt  of  AFDC  benefits.  In  fact,  in  11  of  the  54 
jurisdictions  with  AFDC  programs  (January  1985),  a  three-person 
family  with  earnings  25  percent  below  the  poverty  threshold  would 
be  automatically  disqualified  from  AFDC  assistance.  In  the  other 
43  jurisdictions  some  such  families  also  would  be  denied  AFDC  ben- 
efits because  of  program  rules  regarding  treatment  of  earnings. 
Further,  these  families  also  would  generally  be  ineligible  for  Med- 
icaid, which  links  its  eligibility  limits  to  those  of  AFDC.  Most  of 
these  families  would  qualify  for  some  food  stamps. 

The  number  of  AFDC  recipients  was  roughly  1  million  in  1940,  2 
million  in  1950,  3  million  in  1960,  SVz  million  in  1970,  over  10  mil- 
lion in  1971,  and  more  than  11  million  in  1975.  Between  1960  and 
1975,  the  size  of  the  AFDC  population  almost  quadrupled  (see  Table 
6-6).  The  AFDC  rolls  dropped  to  10.3  million  persons  in  1979,  in- 
creased to  over  11  million  in  1981  and  dropped  to  10.4  million  in 
1982.  In  1983,  there  were  10.7  million  AFDC  recipients. 
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TABLE  6-6.-AFDC.  AVERAGE  MONTHLV  NU^1BER  OF  RECIPIENTS,  TOTAL  AMOUNT  OF  CASH  PAYMENTS,  AND  AVERAGE  MONTHLY  PAYMENT,  1936-83 


Calendar  year 

Average  montht 
Families 

1  nufpber  of 
ihousands) 

Total 

recipients  (in 
Children 

Amount 

Totai  (in 
thousands) 

of  payments 
Monthly  average  per— 
Family  Recipient 

Constant  1983  dollars 

Total  (in       '•'"""''1'  ^^^'^2'  P«'- 
thousands)       ^^^^  ^^^^^^^ 

1936  

  147 

534 

361 

$49,678 

$28.15 

$7.75 

$357,203 

$202.41 

$55.73 

iQ/in 

Q/IQ 

1  189 

04U 

77n 

xoo,/  /u 

31.98 

9.43 

950,404 

227.21 

67.00 

ORQ 

on? 

140,00/ 

48.18 

13  75 

828  583 

266  73 

76  12 

9  90*1 

1,00/ 

JJifOJO 

7133 

17  64 

X  1  .u*t 

2  283  124 

295  21 

73  01 

/  O.wX 

9  91A 

1,0/0 

fi17  ftAI 

0X/,04X 

84.17 

2  298  800 

17 

JI  0.1/ 

86.54 

1960  

787 

3,005 

2,314 

1,000,784 

105.75 

27.75 

3,366,786 

355.76 

93.36 

1QC1 

1  I'iR  7RQ 

1,1  J0,/09 

110.97 

28.74 

3,852,454 

369.57 

95.71 

QQ1 

^  fi7fi 
0,0/  D 

9  JllJl 

1  9Qft  774 

I,£90,/  /4 

116  30 

4  277  640 

000. vvl 

()6  96 

QAl 

0,0/  D 

9  QOQ 

1  occ  oqi 

1,000,001 

190  1Q 

9Q  9fi 

4  444  ROl 

^Q1  11 

95  54 

QQO 

/I  1 18 
4, Ho 

Q  HQI 

1 

I,OiU,00£ 

XcO.OO 

9n  ^17 

4  851  ^^5 

407  'i'i 

1Q 

1965 

1,039 

4,329 

3,256 

1,660,186 

133.20 

31.96 

5,242,323 

420.60 

100.92 

1  HQQ 

4,010 

Q  yii  1 

i,000,9£0 

142.83 

34.42 

5,722,173 

438.48 

105.67 

1  QCl 

1  017 

Q  771 
0,//l 

155.19 

37.67 

6,762,938 

463.09 

112.41 

1 QCO 

1  yiin 

D,/UO 

0  Q/IQ  OQQ 

168.41 

41.62 

8,159,602 

482.28 

119.19 

1 QCQ 

1  CQQ 

c  7nR 

4,900 

0,000,4^/ 

174.89 

44.28 

9,684,213 

475.29 

120.34 

IQTft 

2,208 

8,466 

6,214 

4,852,964 

183.13 

47.77 

12,451,629 

469.87 

122.57 

1971  

  2,762 

10,241 

7,434 

6,203,528 

187.16 

50.48 

15,260,781 

460.42 

124.18 

1972  

3,049 

10,947 

7,905 

6,909,260 

188.87 

52.60 

16,454,295 

449.79 

125.27 

1973  

3,148 

10,949 

7,902 

7,212,035 

190.91 

54.89 

16,168,830 

428.01 

123.06 

1974.  .. 

3,230 

10,864 

7,822 

7,916,563 

204.27 

60.72 

15,993,923 

412.69 

122.67 
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1975   3,498  11,346  8,095  9,210,995 

1976   3,579  11,304  8,001  10,140,543 

1977   3,588  11,050  7,773  10,603,820 

1978   3,522  10,570  7,402  10,730,415 

1979   3,509  10,312  7,179  11,068,864 

1980   3,712  10,774  7,419  12,475,245 

1981   3,835  11,079  7,527  12,981,115 

1982   3,542  10,358  6,903  12,877,905 

1983   3,671  10,737  »  7,106  13,812,699 


'  Based  on  January-June  1983  averag!. 


219.44 

67.65 

17,050,626 

405.21 

125.23 

2ob.l0 

74.75 

17,747,437 

413.21 

130.82 

246.27 

79.97 

17,433,498 

404.89 

131.48 

253.89 

84.60 

16,386,673 

387.72 

129.19 

262.86 

89.45 

15,192,958 

360.80 

122.78 

280  03 

9649 

15  083  522 

11R  f^R 

110.00 

282.04 

97.64 

14,220,135 

308.96 

106.96 

303.02 

103.60 

13,292,172 

312.77 

106.93 

312.88 

107.20 

13,812,699 

312.88 

107.20 

Note  -During  the  period  1935 -38»  a  child  had  to  be  under  age  16  to  qualify  for  AFDC  benefits.  From  1939-63.  a  child  had  to  be  under  age  18  to  qualify  for  AFDC  But  foi  16 
year  period,  1964 -8C.  o  child  undei  age  21  meeting  the  program  requirements  could  qualify  fot  AFDC.  Since  1981,  a  child  must  be  under  18.  or  19  at  State  option,  to  qualify  rot  AFDC. 
Source:  Social  Security  Bulletin,  Statistical  Supplement,  1983. 
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As  the  AFDC  caseload  expanded,  so,  too,  did  the  cost  of  the  pro- 
gram. Cash  payments  to  recipients  climbed  from  $357  million  in 
1936  to  almost  $14  billion  in  1983  (constant  1983  dollars,  see  Table 
6-6).  The  constant  dollar  data  further  show  that  AFDC  payments 
decreased  steadily  from  a  high  of  $17.7  billion  in  1976  to  $13.3  bil- 
lion in  1982,  and  then  rose  to  $13.8  billion  in  1983.  The  average 
AFDC  payment  of  $107.20  per  recipient  in  1983  was  at  its  lowpft 
level,  in  real  terms,  since  1966. 

A  constant  (January  1985)  dollar  analysis  of  the  maximum  AFDC 
benefit  shows  that  the  medium  State's  maximum  AFDC  benefit  for 
a  four-person  family  rose  from  $552  in  1960  to  $599  in  1970; 
dropped  to  $514  in  1975,  to  $446  in  1980,  and  to  $379  in  1985.  This 
represente  a  31  percent  decrease  in  benefits  since  1960;  and  a  37 
percent  decrease  in  benefits  since  1970. 

TABLE  6-7.-AFDC  FAMILIES  AND  POOR  FAMILIES.  1960-83 
[In  thousands] 

Poor  families  with  fnffliX' 
AFDC  families       related  chi'dren  ^related 
under  18        ,l;ij,„„  „„j„,  , 


children  under  18 


1960                                         787  5,328  14.8 

1961                                         869  5,500  15.8 

1962                                         931  5.460  17.1 

1963                                         947  4,991  19.0 

1964                                         992  4.771  20.8 

1965   1,039  4,379  23.7 

1966   1,088  3,734  29.1 

1967   1,217  3,586  33.9 

1968   1,410  3,347  42.1 

1969   1,698  3,226  52.6 

1970   2,208  3,491  63.2 

1971   2,762  3,682  75.0 

1972   3,049  3,621  84.2 

1973   3,148  3.520  89.4 

1974   3,230  3,875  83.4 

1975   3,498  4,172  83.8 

1976   3.579  4,060  88.2 

1977   3,588  4,082  87.9 

1978   3.522  4,060  86.7 

1979   3,509  3,955  88.7 

1980   3,712  4,822  77.0 

1981   3,835  5.191  73.9 

1982   3,542  5,712  62.0 

1983   3,679  5,849  62.9 

Sourcei.  U.S.  Depdrtment  of  Commerce.  Bureau  of  the  Census.  Characteristici  of  Population  Below  Poverty 
level.  Series  P-60,  various  years. 

US.  Department  of  Commerce  Bureau  of  the  Census.  Poverty  m  the  United  States,  1959  68.  P-60.  No.  68. 

Ui.  Department  of  Health  and  Human  Services.  Social  Security  Administration.  Social  Security  Bulletin, 
Annual  Statistical  Supplement,  1933. 


Er|c  2j5 


193 

Although  there  is  no  direct  link  between  AFDC  benefit  payments 
A'lWr^^*?^.^^^®^^',  ^'^^^^    ^  ^'gh  association  between  numbers  of 
/r^r.n'?    -f-®"*^        families.  As  Table  6-7  shows,  the  number 
?  families  per  100  poor  families  rose  continuously  from  14  8 

19^^  *°  89;4  m  1973.  It  remained  above  80  AFDC  families  per 
100  poor  famihes  through  1979.  The  rate  dropped  30  percent  over 
the  next  3  years  to  62.  In  1983,  there  were  63  AFDC  families  for 
every  100  poor  families.  (See  charts  6.4  and  6.5.) 

Between  1961  and  1979  (the  latest  year  for  which  the  data  are 
available)  the  rate  of  AFDC  recipiency  among  white  children 
climbed  from  2.2  per  100  children  to  a  peak  of  7.4  in  1977  and 

TQ°(pPu-,i°  '"li^"^.^-  ^^^""^  children  the  rate  climbed  from 
13.6  children  per  100  m  1961  to  a  peak  of  39.8  in  1975  and  declined 
1-  u  J  i*?.  ^^^"^  18-year  period,  1961-1979,  the  rate 
climbed  214  percent  for  white  children,  but  160  percent  for  black 
children  Thus,  the  gap  in  use  of  AFDC  by  the  races  narrowed.  In 
®,  '^l^^'^-  '^""'^  as  likely  to  be  on  AFDC  as  a 

^Sil^'^  ' ^^"^^  ®  ^^^^^  ^^^^^  ^8s  five  times  as  likely  to  be  on 
AFDO. 

This  part  of  the  paper  examines  the  AFDC  program  and  its  rela- 
HVAn^  ^  ,  PO^^'ly  °f  children.  The  analysis  examines  the 
AtUL  program  s  effectiveness  in  removing  children  and  their  fami- 
lies from  poverty. 
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CHART  6. A 


CHART  6.5 

AFDC  Fhmilies  and  Poor  Families  with  Related  Children 

1960  -1983 
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AFDC  AND  Poverty  of  Children 

The  1984  poverty  threshold  is  $8,280  for  a  family  of  three  and 
$10,610  for  a  family  of  four.  These  amounts  apply  throughout  the 
48  contiguous  States.  In  contrast,  the  AFDC  payment  levels,  which 
vary  widely,  are  established  by  each  State  within  the  general 
framework  of  eligibility  rules  set  by  the  Federal  Government.  One 
such  Federal  rule  concerns  gross  income  eligibility  limits.  The  Om- 
nibus Budget  Reconciliation  Act  of  1981  (P.L.  97-35)  imposed  a 
gross  income  test  for  AFDC  eligibility  of  150  percent  of  a  State's 
need  standard.  The  Deficit  Reduction  Act  of  1984  (P,L,  98-369)  in- 
creased the  limit  to  185  percent  of  a  State's  need  standard.  Thus, 
AFDC  benefits  are  limited  to  families  with  gross  incomes  at  or 
below  185  percent  of  the  State  s  standard  of  need.  The  variation  in 
State  standards  is  substantial  even  after  taking  into  account  food 
stamps,  which  are  based  on  a  national  standard  and  which  serve  to 
moderate  the  differences  in  total  benefit  levels.  As  a  result,  in 
some  States  combined  AFDC  and  food  stamp  benefits  may  bring 
income  close  to,  or  even  above  the  poverty  level,  but  in  most  States 
even  combined  maximum  benefits  are  significantly  below  the  pov- 
erty  thresholds.  Chart  6.6  shows  State-by-State  combined  AFDC 
and  food  stamp  benefits,  as  of  January  1,  1985,  for  a  family  of  three 
with  no  other  income.  The  chart  shows  that  food  stamp  benefits 
rise  as  AFT>C  benefits  fall,  except  in  Alaska  and  Hawaii  (where 
food  stamp  benefit  schedules  are  more  liberal)  and  in  such  States 
as  Oregon  (which  designated  some  of  its  AFDC  cash  grant  as 
energy  aid  that  must  be  ignored  by  the  food  stamp  program). 
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BENEFITS  LEVELS  AND  POVERTY 


States  decide  how  much  money  families  need  (AFDC  need  stand- 
ards) and  how  much  to  pay  those  without  countable  income  (AFDC 
maximum  benefits,  or  "guarantee  levels").  As  of  January  1985,  32 
of  the  54  jurisdictions  (50  States,  District  of  Columbia,  Guam, 
Puerto  Rico,  and  Virgin  Islands)  paid  families  less  than  the  States 
say  they  need,  and  no  State  linked  its  need  standards  or  maximum 
benefits  to  poverty  thresholds.  Maximum  benefits  were  below  pov- 
erty thresholds  ^  for  all  family  sizes  in  all  jurisdictions  except 
Alaska,  which  had  above-poverty  guarantees  for  two-  and  three- 
person  families.^  In  44  jurisdictions  State  guarantees  were  at  least 
one-third  below  1984  poverty  thresholds. 

Maximum  benefits  for  a  family  of  four  in  January  1985  ranged 
from  $120  in  Mississippi  ($93.16  paid  by  the  U.S.)  to  $800  in  Alaska 
($400  paid  by  the  U.S.).  The  maximum  benefit  of  t?.c  n-.-d?an  State 
for  four  persons  was  $379,  43  percent  of  the  1984  poverty  threshold 
of  $884.  The  maximum  benefit  of  the  median  State  for  three  per- 
sons was  $327,  which  is  47  percent  of  the  1984  three-person  poverty 
threshold  of  $690.  See  Tables  6-8  and  6-9. 


*  Throughout  this  sccUon  reference©  i^j  puvert>  threshwlds  are  U>  thoee  of  the  previous  year 
unless  otherwifi&  noted.  . 

*  The  food  stamp  program  uses  a  highei  povert>  mdicatoi  for  Alaska  and  Hawaii  than  the 
Census  Bureau  threshold,  B>  that  yardstick.  AFDC  guaranteed  for  a  two  person  family  in 
Alaska  are  91  perx:ent  of  poverty  and  fo*  a  thrc«-person  family  B3  percent  of  poverty 
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TABLE  6-8.-AFDC  GROSS  INCOME  LIMIT,  NEED  STANDARD,  MAXIMUM  PAYMENT  AND 
PERCENT  OF  "NEED"  PAID  FOR  A  3-PERSON  FAMILY,  \VITH  NO  COUNTABLE  INCOME, 
JANUARY  1985 


Gross  income 

State  SIS 
need 
standard) 


Alabama   $710  $384  $118  31 

Alaska   1,330  719  719  100 

Arizona   431  233  233  100 

Arkansas   433  234  164  70 

California   1,027  555  555  100 

Colorado   779  421  346  82 

Connecticut   1,010  546  546  100 

Delaware   531  287  287  100 

District  of  Columbia   1,210  654  327  50 

florida   740  400  240  60 

Georgia   677  366  208  57 

Hawaii   866  468  468  100 

Idaho   1,025  554  304  55 

Illinois   1,215  657  341  52 

Indiana   568  307  256  83 

Iowa   919  497  360  72 

Kansas   690  373  373  100 

Kentucky   364  197  197  100 

Louisiana   995  538  190  35 

Maine   944  510  370  73 

Maryland   801  433  313  72 

Massachusetts   1,160  627  396  63 

Michigan: 

Washtenaw  County   1,095  592  447  76 

Wayne  County   1,030  557  417  75 

Minnesota   969  524  524  100 

Mississippi   529  286  96  34 

Missouri   577  312  263  84 

Montana   742  401  332  83 

Nebraska   648  350  350  100 

Nevada   527  285  233  82 

New  Hampshire   699  378  378  100 

New  Jersey   712  385  385  100 

New  Mexico   477  258  258  100 

New  York: 

Suffolk  County   1,071  579  579  100 

New  York  City   877  474  474  100 

North  Carolina   825  446  223  50 

North  Dakota   686  371  371  100 

Ohio   1,160  627  290  46 

Oklahoma   522  282  282  100 

Oregon   714  386  386  100 

Pennsylvania   1,136  614  364  59 


,^69  0-85-8 

i  222- 
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TABLE  6-8.-AFDC  GROSS  INCOME  LIMIT,  NEED  STANDARD,  MAXIMUM  PAYMENT  AND 
PERCENT  OF  "HEED"  PAID  FOR  A  3-PERSON  FAMILY,  WITH  NO  COUNTABLE  INCOME, 
JANUARY  1985-Continued 


Gro^  income 

cirf.  100  percent      Maximum      Percent  of 

State  perce^oi      of  fed"       tsnefits      "need"  paid 

standard) 

Rhode  Island                              886  479  479  100 

South  Carolina                            346  187  187  100 

South  Dakota                             609  329  329  100 

Tennessee                                455  246  138  56 

Texas   1,027  555  167  30 

Utah   1,267  685  363  53 

Vermont   1,576  852  558  65 

Virginia                                   672  363  327  90 

Washington   1,421  768  476  62 

West  Virginia                             509  275  206  75 

Wisconsin   1,162  628  533  85 

Wyoming                                490  265  265  100 

Guam                                    490  265  265  100 

Puerto  Rico                              333  180  90  50 

Virgin  Islands                             387  209  171  82 

Median  State   401  327   

Source.  Table  prepared  t)>  the  Congreisional  Research  Sernce  tCRSj  on  the  iwsis  of  a  telephone  survey  of  the 
Slates. 

Note.— Maximum  tsnefili  aie  identical  to  payment  standaids  except  jr.  Colorado,  Indiana,  Mississippi,  South 
Carolina,  and  Utah.  Colorado  s  payment  standards  are  $421  for  three  persons  and  $510  for  four  persons. 
Indiana  s  payment  standards  are  $276  for  three  persons  and  $326  foi  four  _persons.  Mississippi  s  payment 
slandaids  are  $286  toi  three  persons  and  $327  foi  loui  persons.  South  Caidinas  payment  standards  are  $18' 
toi  three  persons  and  $229  foi  loui  peisons.  Utahs  payments  standards  are  $685  for  three  persons  and  $8Pi! 
loi  loui  persons  Puerto  Rico  payo  a  maximum  tjenefit  of  SO  percent  of  the  need  standard  plus  rent  as  paid. 
There  is  no  offical  limit  on  the  amount  if  rent  that  can  paid  as  part  of  the  AFDC  grant.  The  Department  of 
Health  and  Human  Services  reported  that  $2C  was  the  aveiage  amount  of  jent  paid  as  of  July  1,  1983.  Data 
assume  rent  is  $20. 
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TABLE  6-9-AFDC  GROSS  INCOME  LIMIT.  NEED  STANDARD,  MAXIMUM  PAYMENT  AND 
PERCENT  OF  NEED  PAID  FOR  A  4-PERSON  FAMILY  WITH  NO  COUNTABLE  INCOME. 
JANUARY  1985 

Gross  income 

State                   £ceit  of  'if '"JT  f^S^ 
need  ^'             ^^^^^^  P^'d 
  standard) 


Alabama   $888 

Alaska   1,480 

Arizona   522 

Arkansas   505 

California   1,221 

Colorado   '944 

Connecticut   1,177 

Delaware   622 

District  of  Columbia   1,476 

Florida   866 

Georgia   799 

Hawaii   1,010 

Idaho   1,160 

Illinois   1^72 

Indiana   672 

Iowa   1,069 

Kansas   78i 

Kentucky   455 

Louisiana   1 223 

Maine   l|l86 

Maryland   §62 

Massachusetts   1,360 

Michigan: 

Washtenaw  County   1,282 

Wayne  County   1,217 

Minnesota   1,130 

Mississippi   605 

Missouri   675 

Montana   949 

Nebraska   777 

Nevada   631 

New  Hampshire   794 

New  Jersey   820 

New  Mexico   579 

New  York: 

Suffolk  County   1,251 

New  York  City   1,047 

North  Carolina   903 

North  Dakota   840 

Ohio   1,400 

Oklahoma   646 

Oregon   866 

Pennsylvania   1 386 


$480 

$147 

31 

800 

800 

100 

282 

282 

100 

273 

191 

70 

660 

660 

100 

cm 

510 

420 

82 

636 

636 

100 

336 

336 

100 

1  wv 

798 

399 

50 

468 

284 

60 

432 

245 

57 

546 

546 

100 

627 

344 

55 

742 

385 

52 

363 

316 

83 

578 

419 

72 

422 

422 

100 

246 

246 

100 

661 

234 

35 

641 

465 

73 

520 

376 

72 

735 

463 

63 

693 

542 

76 

658 

512 

75 

611 

611 

100 

327 

120 

34 

365 

308 

84 

Old 

425 

83 

420 

420 

100 

341 

279 

82 

429 

429 

100 

443 

443 

100 

313 

313 

100 

676 

676 

100 

566 

566 

100 

488 

244 

50 

454 

454 

100 

757 

360 

46 

349 

349 

100 

468 

468 

100 

749 

444 

59 

202 


TABLE  6-9.-AFDC  GROSS  INCOME  LIMIT,  NEED  STANDARD,  MAXIMUM  PAYMENT  AND 
PERCENT  OF  NEED  PAID  FOR  A  4-PERSON  FAMILY  WITH  NO  COUNTABLE  INCOME, 
JANUARY  1985-Continued 


Gross  income 

Mu  li'rilitnf      100  percent      Maximum      Percent  of 

Slate  PSf^^"'      of ''need"       Ixnefits      "need"  paid 

standard) 

Rhode  Island   1,012  547  547  100 

South  Carolina   424  229  229  100 

South  Dakota   686  371  371  100 

Tennessee   555  300  168  56 

Texas   1,149  621  201  30 

Utah   1,484  802  425  53 

Vermont   1.759  951  622  65 

Virginia   781  422  379  90 

Washington   1,672  904  561  62 

West  Virginia   614  332  249  75 

Wisconsin   1,386  749  636  85 

Wyoming   574  310  310  100 

Guam..!.   574  310  310  100 

Puerto  Rico   422  228  114  50 

Virgin  Islands   487  263  215  82 

Median  State   488  379   

Source.  Table  prepared  by  the  Congreisional  Research  Service  [CRS]  on  the  basis  of  a  telephone  survey  of  the 
States. 

Note.— (IfldAimum  benefits  aie  identical  to  papent  standards  except  in  Colorado,  Indiana.  Mississippi,  South 
Carolina,  and  Utah.  Colorado  s  payment  standards  are  $421  for  three  persons  and  $510  for  four  persons 
liHfianas  payment  standards  are  $276  foi  three  persons  and  $326  for  four  persons.  Mississippi  s  payment 
standards  are  $286  loi  three  persons  and  $327  foi  foui  persons.  South  Carolina  s  payment  standards  are  $187 
for  three  persons  and  $229  foi  foui  persons.  Utah's  payments  standards  are  $685  for  three  persons  and  $802 
foi  foui  persons.  Puerto  Rico  pays  a  maximum  benefit  of  50  percent  of  the  need  standard  wus  rent  as  paid 
There  is  no  official  iimil  on  the  amount  of  rent  that  can  be  paid  as  part  of  the  AFOC  grant  The  pepartment  pi 
Health  and  Human  Services  reported  that  $20  was  the  average  amount  of  rent  paid  as  of  July  1,  1983.  Data 
assume  rent  is  $20. 

Twenty-five  years  earlier,  in  1960,  the  maximum  AFDC  benefit 
of  the  median  State  for  four  persons  (then  the  usual  AFDC  family 
size)  had  been  63  percent  of  the  poverty  threshold,  in  1965,  62  per- 
cent, in  1970,  71  percent,  in  1975,  63  percent;  in  1980,  57  percent; 
and  in  1985,  43  percent.  (See  Table  6-10.) 
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TABLE  6-10.-AFDC  BENEFIT  AS  PERCENTAGE  OF  POVERTY  THRESHOLD,  1960-85 


Septem-  Januaiy  July  July  July  Januaiy 
ber  I960     1965       1970       1975       1980  1985 


Median  State's  maximum  AFDC 
benefit  for  a  4-person 

family   $155     $163     $221     $264     $350  $379 

Percent  of  poverty  threshold: 

Previous  year's   63       62       71       63       57  43 

Same  year's   62       61       67       58  50   


Enrollment  in  AFDC  confers  automatic  eligibility  for  Medicaid. 
Most  AFDC  families  are  eligible  also  for  food  stamps  (until  1979  all 
were).  As  real  AFDC  benefits  declined,  food  stamp  benefits  offset 
part  of  their  losses.^  However,  combined  AFDC-food  stamp  benefits 
for  a  four-person  family  without  countable  income  in  the  median 
AFDC  State  dropped  from  $724  (January  1985  dollars)  in  1971  to 
$570  in  1985.  (See  Table  6-11.)  This  drop,  which  amounted  to  21 


percent,  was  almost  wholly  due  to  shrinkage  in  AFDC  benefit 
levels.  Food  stamp  maximum  benefits  were  virtually  unchanged, 
-*nce  they  were  adjusted  for  food  price  inflation  in  all  years  except 
)82. 

TABLE  6-11.-C0MBINED  BENEFIT '  AS  PERCENTAGE  OF  POVERTY,  1975  AND  1985 


Current  dollars 

January  1985  dollars  ^ 

July 
1971 

January 
1985 

July 
1971 

Percent 
of 

cofnbined 
t}enefits 

January 
1985 

Percent 
of 

combined 
t}enents 

AFDC  

Food  stamps  

..  $227 
..  $52 

$379 
$191 

$589 
$135 

81 
19 

$379 
$191 

66 
34 

Combined  benefits 
Percent  of  previous  year's 
poverty  threshold  

$279 
85 

$570 
65  . 

$724 

100 

$570 

100 

'  It?  ^^^^A  °"  Af'^  '3mily  size  of  four  in  tl)e  median  State  (ranked  by  maximum  benefits). 
2CPI-U  for  July  1971  is  121.8  and  for  January  1985,  316.1. 

In  the  last  14  years  the  role  of  food  stamps  as  a  support  to  AFDC 
families  has  grown.  Many  States  have  increased  their  use  of  food 
stamps,  which  are  100  percent  federally-funded,  as  a  supplement  to 
AFDC  cash.  As  shown  in  table  6-11,  food  stamps  now  represent  34 
percent  of  combined  benefits  to  a  four-person  family  without  pri- 
vate income  in  the  median  AFDC  State.  Back  in  1971,  the  corre- 
sponding food  stamp  share  was  19  percent. 

Between  July  1970  and  January  1985  the  consumer  price  index 
increased  168  percent.  Table  6-12  shows  that  the  AFDC  monthly 

'The  food  stamp  program  began  operating  under  uniform  national  rules  in  1971. 

RJC  ° 
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payments  for  a  family  of  four  with  no  countable  income  kept  pace 
with  or  exceeded  the  rate  of  inflation  in  only  three  States  (Califor- 
nia, Maine,  and  Wisconsin). 

TABLE  6-12.--AFDC  MAXIMUM  BENEFITS  FOR  A  4  PERSON  FAMILY  BY  STATE,  SELCCTED 

YEARS 

Percent 
cl^ange 

a  *  a  *  s  'V 

1985 
dollars 


Alabama   $81  $135  $148  $147  81.5  -32.2 

Alaska   375  400  514  800  113.3  -20.4 

Arizona   167  197  244  282  68.9  -37.0 

Arkansas   100  140  188  191  91.0  -28.7 

California   221  349  563  660  198.6  +11.5 

Colorado   235  264  351  420  78.7  -33.3 

Connecticut   330  403  553  636  92.7  -28.1 

Delaware   187  258  312  336  79.7  -32.9 

District  of  Columbia   238  297  349  399  67.6  -37.4 

Florida".   134  170  230  284  111.9  -20.9 

Georgia   133  153  193  245  84.2  -31.2 

Hawaii   263  497  546  546  107.6  -22.5 

Idaho   242  344  367  344  42.1  -46.9 

Illinois   282  317  350  368  30.5  -51.3 

Indiana   150  250  315  316  110.7  -21.4 

Iowa   243  356  419  419  72.4  -35.6 

Kansas   244  353  390  422  73.0  -35.4 

Kentucky   187  235  235  246  31.6  -50.9 

Louisiana   109  158  213  234  114.7  -19.9 

Maine   168  219  352  465  176.8  +3.3 

Maryland   196  242  326  376  91.8  -28.4 

Massachusetts   314  368  419  463  47.5  -45.0 

Michigan: 

Washtenaw  County   453  531  542  

Wayne  County.....   263  399  5010  512  94.7  -27.3 

Minnesota   299  385  486  611  104.3  -23.7 

Mississippi                         70  60  120  120  71.4  -36.0 

Mis  our  „                        130  150  290  308  136.9  -11.6 

Montana   228  227  331  425  86.4  -30.4 

Nebraska   200  245  370  420  110.0  -21.6 

Nevada                           143  230  314  279  95.1  -27.2 

New  Hampshire                   294  346  392  429  45.9  -45.5 

NewJersev                      347  356  414  443  27.7  -52.3 

New  Mem:.:.:.:::.::       182  206  267  313  72.0  -35.8 

New  York: 

Suffolk  County   476  563  676   

NewYorCity                336  400  476  566  68.5  -37.1 

North  Carolina  .„                158  200  210  244  4  4  -42 

North  Dakota                     261  347  408  454  73.9  -35.1 
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TABLE  6-12.-AFDC  MAXIMUM  BENEFITS  FOR  A  4-PERSON  FAMILY  BY  STATE,  SELECTED 

YEARS--Continued 


State 


July 
1970 


July 
1975 


July 
1980 


January 
1985 


Percent 
change 
1970-85 


Percent 
change 
1970-85 
in 

constant 
1985 
dollars 


Ohio   200  254  327 

Oklahoma   185  ?64  349 

Oregon   225  413  441 

Pennsylvania   313  349  395 

Rhode  Island   263  319  389 

South  Carolina   103  117  158 

South  Dakota   300  329  361 

Tennessee   129  132  148 

Texas   179  140  140 

Utah   212  306  429 

Vermont   304  367  552 

Virginia   261  311  305 

Washington   303  370  536 

West  Virginia   138  249  249 

Wisconsin   217  403  529 

Wyoming   227  250  340 

Guam   307 

Puerto  Rico   53  53  63 

Virgin  Islands   166  210 

Median  State   221  264  350 


360  80.0  -32.8 

349  88.6  -29.6 

468  108.0  -22.3 

444  41.9  -47.0 

547  108.0  -22.4 

229  122.3  -17.0 

371  23.7  -53.8 

168  30.2  -51.4 

201  12.3  -58.1 

425  100.5  ~25.2 

622  104.6  -23.6 

379  45.2  -45.8 

561  85.1  -30.9 

249  80.4  -32.6 

636  193.1  +9A 

310  36.6  -49.0 

310  

114  115.1  -19.7 

215  

379   


Chart  6.7  illustrates  the  erosion  of  AFDC  maximum  benefit 
levels  of  the  median  State  in  constant  dollars  from  a  peak  of  $601 
(constant  1983  dollars)  for  four  persons  in  1970  to  $376  in  July 
1984  In  this  period  only  California,  Massachusetts,  and  Hawaii  had 
laws  requiring  automatic  benefit  adjustments  for  price  inflation, 
but  all  suspended  them  after  limited  use. 

Charts  6.8,  6.9,  and  6.10  (Tennessee,  New  York  City,  and  Califor- 
nia) indicate  that  the  erosion  in  AFDC  has  not  been  uniform.  In 
Tennessee  it  was  sharper  than  average.  Maximum  AFDC  benefits 
plunged  more  than  49  percent,  from  $330  per  four-person  family 
(constant  1983  dollars)  in  1971  to  $168  in  1984.  Even  though  real 
food  stamp  benefits  for  such  a  family  dropped  by  2  percent,  they 
still  represented  a  partial  offset  to  the  cash  loss,  and  combined  ben- 
efits fell  by  30  percent.  New  York  City  also  had  unusually  severe 
AFDC  erosion.  AFDC  guarantees  dropped  from  $801  in  1971  (1983 
dollars)  to  $566,  and  combined  benefits  aank  24  percent.  California 
AFDC  benefits,  which  were  automatically  adjusted  for  price  infla- 
tion during  some  of  the  years,  were  relatively  steady,  and  combined 
benefits  fell  only  7  percent. 
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CHART  6.7 
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EUGIBIUTY  AND  POVERTY 

To  receive  AFDC  payments  a  family  must  pass  two  income  tests: 
First,  a  gross  income  test,  and  second,  a  counted  ("net")  income 
test,  which  deals  with  the  treatment  of  disregarded  income,  such  as 
earnings  spent  on  child  care.  As  mentioned  earlier,  the  gross 
income  ceiling  is  185  percent  of  a  State's  need  standard.  The  net 
income  ceiling  is  100  percent  of  its  need  standard.  Thus,  disregard- 
ed earnings  cannot  exceed  85  percent  of  a  State's  need  standard. 

The  gross  income  test  applies  to  both  applicants  and  enroUees. 
No  family  with  gross  income,  including  a  child's  earnings,  that  is 
more  than  85  percent  above  the  State  need  standard  can  receive 
AFDC.^ 

The  effect  of  this  rule  is  to  bar  from  AFDC  to  help  some  poor 
families  of  three  persons  in  the  22  jurisdictions  that  have  a  month- 
ly need  standard  below  $373.  This  sum  is  54  percent  of  the  poverty 
threshold  for  a  three-person  family.^  Examples  range  from  Puerto 
Rico  and  South  Carolina,  where  eligibility  ends  when  gross  income 
reaches  $333  and  $346,  respectively  (more  than  49  percent  below 
the  poverty  threshold),  to  Vermont,  where  the  cutoff  is  $1,576 
(more  than  twice  the  poverty  threshold).® 

Many  poor  families  barred  from  AFDC  by  the  program's  gross 
income  rule  are  eligible  for  food  stamps.  For  example,  a  Kansas 
family  of  three  v/ith  earnings  of  $690  (poverty  threshold)  would  be 
eligible  for  at  least  $168  in  food  stamps,  more  if  shelter  costs  were 
high. 

Moreover,  loss  of  AFDC  by  poor  families  cause  loss  of  automatic 
eligibility  for  Medicaid,  with  two  exceptions.  Those  who  live  in  one 
of  the  34  States  or  juridictions  (as  of  December  1984)  \yith  a  medi- 
cally needy  program  can  continue  to  receive  Medicaid,  but  only 
after  spending  prescribed  sums  on  their  own  medical  expenses.  In 
addition,  the  1984  Deficit  Reduction  Act  requires  States  to  extend 
Medicaid  coverage  for  9  months  to  persons  who  lose  AFDC  and 
Medicaid  eligibility  becau&e  of  earnings,  provided  they  would  have 
continued  to  receive  AFDC  if  one-third  of  their  residual  earnings 
(after  initial  deductions)  were  disregarded.  States  are  permitted  to 
add  another  six  months  of  Medicaid  coverage  for  such  persons. 

EARNINGS  AND  POVERTY 

As  noted  earlier,  except  for  Alaska  no  State  pays  a  destitute 
family  an  AFDC  benefit  as  large  as  the  poverty  threshold.  Indeed, 
30  jurisdictions  provide  less  than  50  percent  of  the  poverty  thresh- 
old  for  a  three-person  famJy  (with  no  countable  income).  At  this 
cash  level  ($345),  food  stamps  would  make  up  part  of  the  deficit,  for 
most  such  families,  food  stamps  would  bring  combined  income  up 
to  about  70  percent  of  poverty  ($483). 


♦The  Deficit  Reduction  Act  of  i9S4  permite  States,  to  disrejjard  tht  earrings  of  a  full  time 
student  in  an  AFDC  famii>  for  up  to  6  months  when  determining  whether  lae  ramil>  mecta  the 
gro6«  income  test. 

»  $373x  1.S5  -  poverty  threshold  for  three  pensons 

•A  Vermont  family  of  three,  however,  would  Icee  eli$nbjlit>  rafter  4  months  on  a  jobJ  when 
earnmRs  reached  $9S3  (assuming  child  care  costd  of  $320,  for  t«»M  children)  With  lower  costs, 
eligibility  would  end  at  a  lower  eaminjjs  level 
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Could  the  AFDC  mother  make  up  the  remaining  poverty  gap 
($207)  with  a  job?  The  answer  is  no,  not  while  enrolled  in  AFDC. 
Under  current  law,  she  could  supplement  her  AFDC  check  by 
working,  but  onlv  for  12  months,''  and  during  the  last  8  months  all 
but  $30  of  "net'  earnings  would  be  subtracted  from  her  grant. 
Thereafter,  every  dollar  of  "net"  wages  would  be  deducted  from  the 
AFDC  grant.  She  could,  of  course,  attempt  to  obtain  a  job  with 
wages  sufficiently  high  that  her  earnings  would  exceed  the  poverty 
level.  Before  the  effective  date  of  the  Omnibus  Budget  Reconcilia- 
tion Act  of  1981  (OBRA),  Public  Law  97-35,  States  were  required  to 
give  AFDC  recipients  who  went  to  work  a  "bonus."  Feder^  law  re- 
quired States  to  deduct  a  i)ortion  of  every  dollar  earned,  plus  all 
reasonable  work  expenses,  in  considering  how  much  income  such 
recipients  had.  The  resulting  "counted"  income  was  used  to  calcu- 
late the  AFDC  payment.  However,  OBRA  put  a  time  limit  of  4 
months  on  the  work  bonus  and  limited  deductible  work  expenses. 

In  1980,  under  the  pre-OBRA  rules,  most  States  offered  an  AFDC 
cash  supplement  to  AFDC  recipients  who  took  a  job  that  paid  as 
much  as  75  percent  of  their  family's  poverty  threshold.  By  1984, 
iinHi^r  the  new  rules,  recipients  whose  earnings  were  as  low  as  50 
gv  rcent  of  poverty  were  ineligible  for  aid  in  more  than  half  the 
States.®  (For  details  of  how  earnings  are  treated  by  AFDC,  and  the 
history  of  earnings  disregards,  see  Appendix  D,  AFDC  and  work 
rules  and  programs.) 

Data  from  the  Survey  of  Income  and  Program  Participation 
(SIPP)»  show  that  3.5  million  families  with  children  reported 
having  no  earnings  over  a  4-month  period  in  the  last  half  of  1983. 
Of  these  familes: 

—46  percent  received  AFDC  each  month,  51  percent  never  re- 
ceived AFDC,  three  percent  sometimes  received  it. 

—76  percent  received  a  non-cash  transfer  each  month,  22  percent 
never  received  such  a  transfer,  two  percent  sometimes  did. 

—17  percent  always  received  a  cash  welfare  benefit  other  than 
AFDC,  81  percent  never  recieved  such  a  benefit,  two  percent 
sometimes  did. 

The  SIPP  found  that  62  percent  of  families  with  total  money 
income  below  the  povertv  threshold  never  received  AFDC,  34  per- 
cent always  received  AFDC,  and  four  percent  sometimes  did. 

NUMBER  OF  POOR  CHILDREN  SERVED 

Many  families  with  incomes  below  the  poverty  level  are  not 
helped  by  the  AFDC  program.  Even  though  the  Federal  Govern- 
ment reimburses  the  States  for  at  least  50  percent  of  the  amount 
each  pays  out  in  AFDC  benefits,  the  States  decide  the  amount  of 
benefits  to  be  paid  and  the  income  at  which  families  ate  eligible  for 
benefits  As  seen  earlier,  22  jurisdictions  as  of  January  1985  had 


'  For  4  months  she  also  would  be  entitled  to  the  work  incentive  bonus,  disregard  of  one-thiixl 
of  residual  earnings. 

•  For  State-by  State  exanjples  of  the  changes,  see  U.S.  House  Committee  on  Waya  and  Means- 
bubcommittee  on  Pubhc  AsSiStanc*  and  Lneniplu>ment  Cympen&ation.  Families  in  Poverty 
Changes  in  the  "Safety  Net "  Sept.  20, 1984.  V/ays  and  Means  Committee  Print  9S-37. 

•  The  Survey  of  Income  Program  Participation,  undertaken  by  the  Censua  Bureau,  provide* 
information  on  the  distribution  of  income  and  wealth  and  participation  m  government  protrrams 
by  the  U.S.  population. 
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gross  income  eligibility  standards  for  a  family  size  of  three  that 
were  less  than  the  poverty  level." 

TABLE  6-13.-AFDC  CHILDREN  AND  POOR  CHILDREN,  1960-83 

(In  thousands] 


Aciv>  ^i,;n«»  fe'ated      AFDC  children  pet 

AHX,  cftiidren     ^^^^^^  ^^^^^^    iqo  poor  children 


1960   2,314          17,288  13.4 

1961   2,587   

1962   2,818   

1963   2,909   

1964   3,091   

1965   3,256          14.388  22.6 

1966   3,411          12,146  28.1 

1967   3,771          11.427  33.0 

1968    4,275          10,739  39.9 

1969    4,985           9,501  52.5 

1970   6,214          10,235  60.7 

1971   7,434          10,344  71.9 

1972   7,905          10,082  78.4 

1973   7,902           9,453  83.6 

1974   7.822           9,967  78.5 

1975   8,095          10,882  74.4 

1976   8,001          10,081  79.4 

1977   7,773          1C,028  77.5 

1978   7,402           9,722  76.1 

1979   7,179           9,993  71.8 

1980   7,419          11.114  66.8 

1981   7,527          12,068  62.4 

1982   6,903          13,139  52.5 

1983   »  7,106          13,326  53.3 

'  Based  on  Januaiy-June  1983  average 

Source.  AFDC  data  from  Soaal  Sectinty  Bulletin,  Statistical  Supplement,  1983,  poor  children  data  from 
Current  Population  Surveys. 

If  we  examine  the  average  monthly  number  of  AFDC  children  as 
a  proportion  of  related  children  who  were  poor  throughout  the  year 
we  see  growing  numbers  of  AFDC  children  per  100  poor  children 
until  1974,  when  the  ratio  started  dropping,  with  some  fluctuations. 
The  average  number  of  children  on  AFDC  as  a  proportion  of  the 
number  of  children  in  poverty  increased  from  13.4  per  100  in  1960 
to  83.6  per  100  in  1973,  and  declined  continuously  from  77.5  per  100 
in  1977  to  52.5  per  100  in  1982.  In  1983,  only  53.3  of  every  100  poor 
children  received  AFDC." 


The  groee  income  lima  is  somewhat  misleading  because  a  familj  i.an  have  income  substan 
tially  below  this  limit  and  still  not  qualify  for  AFDC  benefito. 

' '  In  order  to  quahfy  for  AFDC  a  child  does  not  necessarily  have  to  be  under  age  18  Hence, 
our  analysis  overstates  the  relationship  between  AFDC  children  and  poor  children  f  or  .nstance, 
in  1979  States  could  receive  AFDC  Federal  matching  for  all  needy  children  under  fS*  21  if  they 
were  going  to  school.  This  means  that  some  AFDC  children  were  over  age  18  and  thereby  the 

Continued 
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Impact  of  AFDC  on  Poverty  Rates 

This  section  examines  the  effectiveness  of  the  AFDC  program  in 
alleviating  the  poverty  of  children  and  their  families.  Determining 
the  antipoverty  effectiveness  of  a  particular  program  begins  by 
first  examining  the  relationship  between  the  program  and  poverty, 
which  we  have  done  in  part  in  the  previous  section.  Second,  it  must 
be  determined  how  many  persons  are  removed  from  poverty  by  the 
program,  or  to  what  extent  their  deficit  is  narrowed  though  not 
eliminated. 

NUMBER  OF  POOR  BEFORE  AND  AFTER  WELFARE  PAYMENTS 

One  way  of  measuring  the  impact  of  a  welfare  program  upon 
poverty  is  to  estimate  the  number  of  persons  who  would  be  counted 
as  poor  if  that  program's  benefits  were  not  received.  The  additional 
number  of  persons  that  are  counted  as  poor  provides  an  estimate  of 
the  number  of  people  lifted  out  of  poverty  by  that  particular 
income  source.  In  other  words,  the  pre-welfare  poor  consists  of  per- 
sons with  final  cash  aid  incomes  below  the  official  poverty  level 
(even  after  receiving  any  cash  aid)  plus  those  with  incomes  above 
the  poverty  level  only  because  they  have  received  cash  welfare  pay- 
ments. 

Families  with  children 

Table  6-14  shows  the  number  of  families  with  children  in  pover- 
ty before  and  after  accounting  for  cash  welfare  payments.  The  first 
column  shows  how  many  families  would  have  been  counted  as  poor 
if  they  had  all  sources  of  cash  income  available  to  them,  except  for 
AFDC,  SSI  and  General  Assistance  (AFDC  was  the  primary 
source)  The  second  column  shows  the  number  of  families  who  were 
poor  during  the  period  1969-83,  after  receiving  cash  welfare  pay- 
ments. The  third  column  shows  the  number  of  families  removed 
from  poverty  by  cash  welfare  payments.  The  table  indicates  that 
there  would  have  been  270  thousand  more  poor  families  in  1969  if 
cash  welfare  payments  had  not  existed  but  everything  else  re- 
mained unchanged,  and  254  thousand  additional  poor  families  in 
1983.  (As  noted  in  chapter  V,  existence  of  cash  transfers  reduces 
work  incentive  and  tends  to  increase  market  income  poverty  rates 
but  the  net  effect  of  transfers  is  a  reduction  in  poverty  rates.)  Wel- 
fare payments  lifted  the  most  families  out  of  poverty  in  1977.  In 
1969,  almost  8  percent  of  pre-welfare  poor  families  were  removed 
from  poverty  as  a  result  of  cash  welfare  payment,  in  1977,  11  per- 
cent; and  in  1983  only  4  percent. 


number  of  AFDC  children  per  100  related  poor  children  was  higher  than  it  otherwise  would 
have  been  In  1&70»  2.7  percent  of  the  7.2  million  children  receiving  AFDC  were  18,  19.  or  20 
years  old. 

During  the  period  1935-  38,  a  child  had  to  be  under  age  16  to  qualify  for  AFDC  benefits  From 
1939-63,  a  child  had  to  be  under  age  18  to  qualify  for  AFDC.  But  for  the  ifr-year  penod,  1964-80, 
a  child  under  age  21  meeting  the  program  requirements  cculd  qualify  for  AFDC.  Since  1981,  a 
child  roust  be  under  18.  or  at  State  option  under  19.  to  qualify  for  AFDC  benefita. 
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TABLE  6-14.-POOR  FAMILIb  WITH  CHILDREN  BEFORE  AND  AFTER  CASH  WELFARE, 

1969-1983 

(In  thousands] 


Prewelfare  pcwr     Postwelfare      removed  from  P'^'i-il'^' 
families        poor  families  l»verty^^«sh 

payments 


1969   3,489  3,219  270  7.7 

1970   3,820  3,477  343  9.0 

1971   4,130  4,698  432  10.5 

1972   4,094  3,646  448  10.9 

1973   3,984  3,550  434  10.9 

1974   4,335  3,890  445  10.3 

1975   4,628  4,172  456  9.9 

1976   4,504  4,060  444  9.9 

1977   4,605  4,081  524  11.4 

1978   4,477  4,060  417  9.3 

1979   4,561  4,121  440  9.6 

1980   5,409  5,004  405  7.5 

1981   5,767  5,376  391  6.8 

1982   6,222  5,912  310  5.0 

1983    6,33  5  6,082  254  4.0 

Source.  Congieiiioiidi  R2ie<iich  Service.  Saxi  on  Cuiienl  Population  Survey  data  tapes  from  the  Bureau  of 
Census. 

Children 

Table  6-15  presents  the  same  analysis  for  children.  The  same 
pattern  appears,  cash  welfare  payments  are  less  effective  in  reduc- 
ing the  number  of  poor  in  later  years  than  in  earlier  years.  During 
the  period  1970-75  cash  welfare  payments  reduced  the  number  of 
children  defined  as  poor  by  more  than  1  million,  in  each  year.  But 
in  1983,  cash  welfare  payments  removed  only  about  half  a  million 
children  from  poverty.  In  1969,  almost  8  percent  of  pre- welfare 
poor  children  were  removed  from  poverty  as  a  result  of  cash  wel- 
fare payments,  in  1973,  10  percent,  and  in  1983,  only  3.5  percent. 

TABLE  6-15.-P00R  CHILDREN  BEFORE  AND  AFTER  CASH  WELFARE,  1969-83 

[In  thousands] 


children       poor  children    l»vetty  by  cash  ,^^^'^'1^ 

poverty 


Prewellare  poor     Postwelfare      removed  from 
iverty  by  a  ' 
welfare 
pa,  lents 


1969   10,808         9,987  821  7.6 

1970   11,713        10,638         1,075  9.2 
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TABLE  6-15.-POOR  CHILDREN  BEFORE  AND  AFTER  CASH  WELFARE,  1969-83-Continued 

[In  thousands] 


Number  of  o.,„„,  „, 

children  rtimi  of 

Prewelfare  poor     Postwelfate     removed  from  ^"^?J\?^ 
children       poor  children    poverty  by  cash 

p^5s  Poverty 


1971   11,672  10,513  1.159  9.9 

1972   11,452  10,304  1,148  100 

1973   10,758  9,655  1,103  10.3 

1974   11,463  10,392  1,071  9.3 

1975   12,237  11,087  1,150  9.4 

1976   11,231  10,254  977  8.7 

1977   10,843  10,211  632  58 

1978   11,123  10,210  922  8.3 

1979   11,032  10,111  975  8.8 

1980   12,379  11,764  615  5.0 

1981   13,274  12.505  769  5.8 

1982   14,284  13,647  637  4.5 

!983   14,306  13,807  499  3.5 


Source  Congressional  Research  Service  Based  on  Current  Population  Survey  data  tapes  from  the  Bureau  of 
Census. 


POVERTY  RATES  BEFORE  AND  AFTER  AFDC 

The  Survey  of  Income  and  Program  Participation  (SIPP)  found 
that  cash  welfare  benefits  received  by  AFDC  recipients  in  a  4- 
month  period  in  the  lest  half  of  1983  lifted  nine  percent  of  them 
out  of  poverty  and  moved  another  38  percent  into  a  higher  poverty 
income  bracket.  26.3  percent  moved  from  below  50  percent  of  pov- 
erty to  above  that  line,  11.7  percent  moved  from  below  to  above  75 
percent  of  poverty. 

In  all,  SIPP  reported  that  incidence  of  poverty  among  AFDC  re- 
cipients, which  was  88  percent  before  welfare,  was  cut  to  75  per- 
cent by  cash  aid. 

SHARE  OF  POOR  ENROLLED  IN  AFDC 

Another  way  of  gauging  the  effectiveness  of  the  AFDC  program 
in  reducing  poverty  is  to  examine  what  share  of  the  pre-welfare 
poverty  population  is  reached  by  AFDC. 

In  1970,  for  every  100  Tumilies  with  children  that  had  pre-welfare 
incomes  below  the  poverty  level,  there  were  58  AFDC  families.  The 
number  of  AFDC  families  per  100  pre-welfare  poor  families  rose  to 
a  high  of  80  in  1976;  the  ratio  was  lower  in  1974  and  1975,  75  and 
76,  respectively.  By  1983  the  ratio  dropped  back  to  58  AFDC  fami- 
lies per  100  pre-welfare  poor  families  with  children,  no  change 
from  the  base  year— 1970  and  a  decrease  of  27  percent  from  the 
1976  peak.  (See  Table  6-16.) 
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TABLE  6-16.-AFDC  FAMILIES  AND  PREWELFARE  POOR  FAMILIES,  1970-83 

[In  thousands] 

PrPwPlfarP  nnor         '^^^  '^milits  per 
AFDC  families      hSvA^&tn    100  prewelfare  poor 
 'amilits  wim  cliildrtn    ,3^;,.^  ^^^^  ^^^^^^ 

1970   2,208  3,820  57.8 

1971   2,762  4,130  66.9 

1972   3,049  4,094  74.5 

1973   3,148  3,984  79.0 

1974   3,230  4,335  74.5 

1975   3,498  4,628  75.6 

1976    3,579  4,504  79.5 

1977   3,588  4,605  77.9 

1978   3,522  4,477  78.7 

1979   3,509  4,561  76.9 

1980   3,712  5,409  68.6 

1981   3,835  5,767  66.5 

1982   3,542  6,222  56.9 

1983   3,679  6,336  58.1 

Source.  Congressional  Research  Service.  Based  on  data  from  the  Current  Population  Surveys. 

A  similar  pattern  holds  for  children  only.  In  1970  there  were  53 
AFDC  children  for  every  100  pre-welfare  poor  children.  The  ratio 
rose  to  73  in  1973.  By  1983  AFDC  children  per  100  pre-welfare  poor 
children  had  dropped  to  50,  32  percent  lower  than  in  the  peak  year 
of  1973.  (See  Table  6-17.)  A^small  part  of  the  fall  in  this  ratio  be- 
tween 1973  and  1983  may  reflect  1981  law  that  reduced  aid  in  1982 
to  near  poor  and  other  working  mothers  and,  hence,  may  have  re- 
duced the  proportion  of  AFDC  children  who  were  not  poor  (on  an 
annual  basis).  However,  almost  three-fourths  of  the  drop  in  the 
ratio  occurred  earlier  and  thus  represents  a  real  decrease  in  the 
share  of  poor  children  enrolled  in  AFDC.  This,  in  turn,  is  partly 
attributable  to  the  failure  of  AFDC  benefits  to  keep  pace  with 

E rices.  Because  of  inflation  AFDC  eligibility  liuits  in  man>  States 
ave  fallen  farther  below  the  national  poverty  thre&hol'^ 

TABLE  6-17.-AFDC  CHILDREN  AND  PREWELFARE  POOR  CHILDREN,  1970-83 

[In  thousands] 

preweiare  poor  n.»^^»,„ 


AFDC  children'         min'  100  prewelfare 


children 


1970   6,214  11,713  53.1 

1971   7,377  11,672  63.2 

1972   7,834  11,452  68.4 

1973   7,818  10,758  72.7 

1974   7,732  11,463  67.5 

1975   7,988  12,237  65.3 

1976   7,886  11,231  70.2 
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TABLE  6-17.-AFDC  CHILDREN  AND  PREWELFARE  POOR  CHILDREN,  1970-83-Conlinued 

[In  thousands] 


PrMuoHiro  iwir       AFDC  childfcn  per 
AFDC  children  >       Pf^jg  P«"         100  prewelfare 

children 


1977. 
1978. 
1979. 
1980. 
1981. 
1982. 
1983., 


7,663 

10,843 

70.7 

7.295 

11,132 

65.5 

7,075 

11,086 

63.8 

7,319 

12,379 

59.1 

7,421 

13,274 

55.9 

6,903 

14,284 

48.3 

7,106 

14,306 

49.7 

»  Does  not  include  foster  care  children. 

2  Based  on  data  from  the  Current  Population  Swys. 

AFDC-Unemployed  Parent  (AFDC- UP)  families  present  a  differ- 
ent picture.  These  are  AFDC  families  in  which  there  are  two  par- 
ents, one  of  who  is  unemployed.  In  1970,  there  were  only  four 
AFDC- UP  families  for  every  100  male-present  pre-welfare  poor 
families  with  children.  The  ratio  of  UP  families  to  male-present 
pre-welfare  poor  families  fluctuated  within  a  relatively  small  range 
until  the  late  1970s.  From  1979  to  1983  it  climbed  from  6.3  to  9.5 
per  100,  a  rise  of  50  percent.  (See  Table  6-18.) 

Finally,  we  examined  female-headed  single-parent  AFDC  fami- 
lies The  findings  may  at  first  seem  counterintuitive.  Note  that  in 
general  over  90  percent  of  AFDC  families  are  female-headed  single- 
parent  families,  whereas  just  over  50  percent  of  pre-welfare  poor 
families  with  children  are  female-headed.  Table  6-19  shows  that  in 
1969  there  were  76  female-headed  AFDC  families  for  every  100 
female-headed  pre-welfare  poor  families.  In  1973,  the  ratio  had  in- 
creased to  103  per  100.  That  is,  there  were  more  female-headed 
AFDC  families  then  female-headed  pre-welfare  poor  families.  The 
same  was  true  for  1975  and  1977.  In  1979  the  ratio  dropped  to  97 
per  100.  And  in  1982  there  were  only  82  female-headed  AFDC  fami- 
lies per  100  female-headed  pre-welfare  poor  families.  This  finding 
says  that  in  1973,  1975  and  1977  some  female-headed  AFDC  fami- 
lies were  not  considered  poor.  This  is  in  part  because  the  AFDC 
program  aids  families  on  the  basis  of  their  income  and  resources  in 
a  given  month  whereas  poverty  status  is  calculated  by  the  Census 
Bureau  on  the  basis  of  annual  income.  However,  during  the  period 
between  1969  and  October  1981,  AFDC  families  with  earnings  could 
have  income  roughly  equal  to  twice  the  AFDC  payment  standard 
amount. 
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TABLE  6-18.-AFDC-UP  FAMILIES  AND  MALE-PRESENT  PREWELFARE  POOR  FAMILIES, 

1970-83 

[In  thousands] 

orSaf^'^r      AFDC-UP  families  per 
AFDC-UP  families      BL,  Jfh       lOO  prewelfare  poor 

ch  dfen  >  '^'"'"^ 


1970. 
1971., 
1972. 
197o. 
1974. 
1975. 
1976. 
1977. 
1978. 
1979. 
1980. 
1981. 
1982. 
1983. 


78 

1,924 

4.1 

143 

2,011 

7.1 

134 

1,866 

7.2 

120 

1,680 

7.1 

95 

1,865 

5.1 

101 

2,069 

4.9 

135 

1,877 

7.2 

149 

1,870 

8.0 

127 

1,728 

7.3 

114 

1,797 

6.3 

141 

2,309 

6.1 

209 

2,481 

8.4 

232 

2,791 

8.3 

272 

2,873 

9.5 

>  Based  on  data  from  the  Current  Population  Surveys. 

TABLE  6- 19.- FEMALE  HEADED  AFDC  FAMILIES  AND  FEMALE  HEADED  PREWELFARE  POOR 

FAMILIES,  1969-82 

(In  thousands] 

Female-headed "        Female-headed  ^Tlt^inn^ 


welfare  poor  families 


1969   1.267  1.676  75.6 

1971   1926  2.119  90.9 

1973   2.366  2.304  102.7 

1975   2,733  2,559  106.8 

1977   2,745  2.735  100.4 

1979   2.675  2.764  96.8 

1982   2,820  3.431  82.2 


» Assumes  that  98.9  percent  of  single-parent  AFDC  families  are  headed  by  women. 

2  Based  on  AFDC  characteristics  survey  data  for  l-adult  families. 

3  Based  on  data  from  the  Current  Population  Surveys. 

Another  important  factor  affecting  these  findings  is  the  way  the 
data  are  classified.  Related  subfamilies  are  treated  as  part  of  the 
primary  family  rather  than  as  separate  units.  In  other  words, 
female-headed  pre-\\elfare  poor  families  do  not  include  subfamilies. 
This  makes  a  substantial  difference.  Because  subfamilies  generally 
are  treated  as  one  family  unit  rather  than  two,  our  time  Series 
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data  on  the  number  of  pre-welfare  poor  female-headed  single- 
parent  families  is  understated,  perhaps  by  as  much  as  25  percent. 
In  addition,  our  accounting  periods  differ.  Poverty  is  based  on 
annual  income  and  is  an  unduplicated  annual  count.  AFDC  eligibil- 
ity and  caseload  numbers  are  based  on  monthly  data  and  thereby 
undercount  annual  AFDC  recipients. 

AFDC  Exits  and  Poverty 

A  1983  study  of  AFDC  families  found  that  although  about  half 
of  all  "spells"  of  AFDC  are  relatively  short  (2  years),  the  mcyority 
of  persons  enrolled  in  the  program  at  any  point  in  time  are  in  the 
midst  of  spells  that  last  at  least  8  years.  The  study  reported  that 
half  of  AFDC  spells  lasted  less  than  2  years,  that  about  50  percent 
of  the  persons  enrolled  at  any  given  point  in  time  were  in  the 
midst  of  very  long  episodes  of  AFDC  and  that  such  long-term  re- 
cipients used  most  of  the  resources  of  the  program.  The  study  said 
that  about  40  percent  of  those  who  ended  AFDC  spells  were  poor 
after  their  exit.  About  52  percent  of  those  whose  AFDC  eligibility 
ended  because  they  no  longer  had  an  eligible  child  were  poor  the 
following  year.  For  those  who  earned  their  way  off  AFDC,  about  32 
percent  were  poor  in  the  year  after  their  welfare  spell,  their  pover- 
ty reflected  the  sub-poverty  gross  income  eligibility  limits  of  AFDC 
in  many  States. 

5.  Social  Security  and  Poor  Children 

Introduction 

The  program  of  Old-Age,  Survivors,  and  Disability  Insurance 
(OASDI),  popularly  known  as  Social  Security,  provides  monthly 
cash  benefits  to  children  of  retired,  disabled,  or  dead  workers  with 
insured  status.  Further,  until  the  youngest  child  in  the  family 
reaches  his  or  her  16th  birthday,  social  security  also  pays  a  benefit 
to  the  nonaged  parent  (or,  sometimes,  to  the  grandparent)  who 
cares  for  the  child. 

In  late  February  1985,  95  out  of  every  100  children  under  18 
years  old  had  survivors'  protection  under  social  security  because  at 
least  one  of  their  parents  was  insured. 

In  1983  the  program  paid  an  estimated  $10.5  billion  to  3.1  million 
children  and  to  0.7  million  parents  caring  for  children.  These  social 
security  child  and  parent  benefits  exceeded  the  Federal  sum  spent 
for  AFDC  benefits  that  year  by  40  percent,  or  $3.0  billion. 

For  social  security  benefits,  there  is  no  income  limit,  but  earn- 
ings above  a  threshold  amount  cause  some  reduction  in  benefits. 
AUiiui:gh  social  security  is  paid  without  regard  to  income,  a  signifi- 
cant part  of  social  security  benefits  for  children  and  their  caretak- 


'*For  example,  in  1983,  there  were  33.4  million  families  With  own  children  under  18,  22  mil- 
lion were  relate  BubftuTiilies  arid  aiiothei  0.4  iHilhun  were  unrelated  subfamtlies.  Subfamilies 
represented  8  Z  percent  of  Utal  families.  Subfamiheb  represented  28  percent  of  families  main- 
tamed  solely  by  the  mother. 

Bane,  Mary  Jo  and  David  T  Ellwood.  The  Dynamics  of  Dependence.  The  Routes  to  Self- 
Sufficiency  Prepared  for  the  U  S.  Department  of  Health  and  Human  Services  under  Contract 
No  HHS-lOO  82  O038.  June  1983  ^Prepared  by  Urban  System  Research  and  Engineering  Inc., 
Cambridge,  Mass.) 
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ers  go  to  families  whose  wage  and  property  income  falls  short  of 
their  poverty  threshold  (discussed  later). 

Black  children  account  for  15  percent  of  all  U.S.  children,  but  for 
21.5  percent  of  the  children  receiving  social  security  benefits.  (See 
Table  6-20).  For  a  number  of  reasons,  relatively  more  black  thaii 
white  children  receive  social  security.  Black  workers  tend  to  (1)  die 
younger,  (2)  have  more  disabilities,  and  (3)  have  somewhat  larger 
families  than  white  workers.  However,  average  benefits  to  black 
children  are  smaller  than  those  of  white  children,  reflecting  lower 
wages. 


The  original  Social  Security  Act  excluded  from  coverage  jobs  in 
agriculture  and  domestic  service,  among  others,  and  it  entitled  only 
retired  workers  to  monthly  benefits.  In  1939  the  program  was  ex- 
panded to  offer  benefits  for  dependents  and  survivors  of  married 
workers  without  increasing  the  workers'  payroll  taxes.  The  new 
beneficiaries  included  children  of  dead  or  retired  workers  and  non- 
aged widowed  mothers  caring  for  children.'*  However,  because 
their  parents  worked  in  non-covered  jobs,  about  two-thirds  of  black 
children  lacked  social  security  protection.^® 

In  1950  Congress  extended  coverage  to  regularly  employed  farm 
and  domestic  workers.  At  the  same  time  it  established  a  benefit  for 
the  nonaged  wife  of  a  retired  worker  with  a  child  in  her  care  (a  .d 
for  a  surviving  divorced  mother,  if  dependent,  with  a  child  in  her 
care). 

In  1958,  2  years  after  disability  insurance  was  adopted.  Congress 
extended  benefits  to  dependents  of  disabled  workers,  including  chil- 
dren and  nonaged  mothers  caring  for  them.  Grandchildren  were 
entitled  to  children's  benefits  in  1972,  under  certain  circumstances. 

Various  courts  held  in  the  1970s  that  fathers  were  entitled  to 
^  nefits  as  caretakers  of  children  on  the  same  basis  as  mothers, 
widowed  fathers  (1975),  nonaged  fathers— husbands  of  retired  or 
disabled  workers  (1978),  and  surviving  divorced  fathers  (1979).  Con- 
gress ratified  these  decisions  by  changing  the  law  in  1983. 


The  1939  Act  ended  a  child's  eligibility  for  a  social  security  survi- 
vor's or  dependent's  benefits  on  his  16th  birthday  unless  he  were  a 
student.  Students  remained  eligible  until  their  18th  birthday.  The 
mother's  benefit  ended  at  the  same  time  as  her  child's  benefit. 

In  1946  (liongress  dropped  the  student  requirement  for  benefits  to 
16  and  17  year  olds,  so  that  all  recipient  children  remained  eligible 
until  their  18th  birthday.  In  1965  it  expanded  the  program  to  cover 
full  time  college  students  and  other  post-secondary  students  aged 


'*Foi  a  discussion  of  the  distnbutiuri  of  social  securit>  survivor  beneHU  foi  children,  see 
Ozawft,  Martha  and  William  T.  Alpert.  Distributive  EfTejta  of  Survivors  Irtsurance  Benefits  and 
Public  Assistance.  Social  Service  Review^  v.  68,  no.  4,  Dec.  1984.  p.  608-621. 

Estaxnate  of  Charles  V.  Hanult^in,  Columbia  Uaiversitj^,  presented  at  a  conference  on  oover 
(V  sponsund  b>  the  InsUtuU  fox  Research  and  Povert>  and  ihe  U.S.  Department  uf  Heziltn  and 
Human  Services,  Williamsburg,  Va.,  Dec.  7,  1984. 
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18  through  21.  The  mother's  benefit,  however,  continued  to  end  on 
the  child  s  18th  birthday. 

Congress  constricted  benefits  in  passing  the  Omnibus  Budget 
Reconciliation  Act  of  1981  (P.L.  97  35).  This  law  made  two  changes 
that  restricted  eligibility  for  child  and  parent  benefits.  First,  it 
phased  out  benefits  for  postsecondary  students  (retaining  them  for 
elementary  and  secondary  school  students  over  18  but  under  age 
19).  Second,  it  ended  parents'  benefits  upon  a  child  s  16th  birthday, 
2  years  earlier  than  before. 

EUGIBILITY 

To  receive  a  social  security  benefit,  a  child  must  be  unmarried 
and  either  under  age  18  or  a  fulltime  elementary  or  secondary 
school  student  under  age  19 J  «  He  or  she  must  be  the  dependent  of 
a  retired  or  disabled  worker  drawing  benefits  or  the  survivor  of  an 
insured  worker. 

To  receive  a  parent's  benefit,  one  must  be  caring  for  a  child 
under  age  16  who  receives  social  security.  The  benefit  is  available 
to  wives  and  husbands  of  retired  or  disabled  workers  and  to  wid- 
owed fathers  and  mothers.  Such  persons  otherwise  could  not  re- 
ceive social  security  benefits  if  they  were  able-bodied  until  they 
were  at  least  60  years  old. 

To  qualify  his  dependents  for  benefits,  a  retired  or  disabled 
person  must  be  "fully  insured,"  which  requires  that  he  have 
worked  a  number  of  quarters  related  to  his  age  (but  not  more  than 
40  quarters).  To  qualify  his  survivors  for  benefits,  a  person  need 
only  be  "currently  insured,"  a  status  requiring  fewer  quarters  of 
covered  work. 

Benefit  Levels 

Survivor  benefits  (for  child  or  nonaged  parent  caretaker)  equal 
75  percent  of  the  worker's  primary  insurance  amount.  The  benefit 
for  a  child  or  spouse  of  a  retired  or  disabled  v/orker  equals  50  per- 
cent of  the  worker's  basic  benefit  amount.  However,  family  maxi- 
mums are  imposed  on  benefits.  In  addition,  benefits  are  reduced  by 
half  of  earnings  above  an  exemption  threshold,  set  at  $450  monthly 
in  1985  for  nonaged  beneficiaries. 

Like  other  social  security  benefits,  payments  to  children  (except 
for  postsecondary  students)  and  parents  are  automatically  adjusted 
for  price  inflation. 

Benefits  at  the  end  of  1983  averaged  $239  monthly  for  all  chil- 
dren under  18,  $228  for  parents,  and  $204  for  students.  Benefits  of 
surviving  children  averaged  $302  for  whites,  $237  for  blacks,  and 
$226  for  others. 

Relationship  to  Poverty 

As  seen  before  (Table  6-1),  a  total  of  $4.1  billion  in  social  insur- 
ance benefits  served  to  reduce  the  poverty  income  deficit  of  chil- 
dren in  1983.  A  conservative  estimate  is  that  86  percent  of  this 


*•  Social  wxurity  also  offers  a  "child's**  benefit  to  a  person  over  age  18  who  was  disabled 
before  age  22  while  unmarried.  Such  disabled  'children '  are  excluded  from  the  data  in  thw 
report,  which  deals  with  children  under  18. 
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sum,  or  $3.5  billijn.  was  in  the  form  of  social  security  benefits.  (The 
rest  were  unemployment  benefits,  workers*  compensation,  railroad 
retirement  benefits,  and  ve'^erans  benefits.)  This  estimate  is  based 
on  the  proportion  of  total  sjcial  insurance  benefits  that  were  repre- 
sented by  social  security  }>enefits  in  September  1983,  according  to 
the  Census  Bureau  s  Survey  of  Income  and  Program  Participation. 
The  estimated  amount  o^  social  security  benefits  that  reduced  the 
poverty  gap  of  children  in  1983,  $3.5  billion,  equalled  about  one- 
third  of  the  social  security  benefits  paid  that  year  to  children  and 
their  caretakers. 

Rela'honship  to  Other  Benefits 

In  May  1982,  the  Department  of  Health  and  Human  Services 
(DHHS)  reported  that  2.5  percent  of  AFDC  families  received  social 
security  benefits,  compared  with  3.1  percent  in  March  1979.  The 
benefits  averaged  $145  in  May  1982,  $134  in  March  1979. 

AFDC  requires  that  most  unearned  cash  income  of  recipients  be 
used  to  reduce  the  grant.  Until  Congress  passed  the  Deficit  Reduc- 
tion Act  of  1984  (P.L.  98-369),  it  was  possible  for  a  mother  to  ex- 
clude from  the  AFDC  assistance  unit  a  child  who  was  not  needy 
because  of  having  his  own  social  security  survivor's  check,  drawn 
on  the  work  record  of  his  father.  The  social  security  survivor  child 
was  not  requirea  by  AFDC  rules  to  share  his  income  with  siblings. 
Indeed,  the  U.S.  Supreme  Court  in  1972  upheld  a  lower  court 
ruling  that  AFDC  benefits  could  not  be  reduced  to  a  family  because 
of  the  presumed  availability  to  it  of  payments  "which  belong  to  one 
or  more  members  of  that  family."  Qn  1980,  however,  HHS  pro- 
posed a  regulation  to  permit  a  mother  to  include  a  social  security 
child  beneficiary  under  18  years  old  in  the  assistance  unit,  noting 
that  in  some  cases  his  sharing  of  income  would  qualify  him  for 
Medicaid.)  The  1984  law  requires  all  siblings  other  than  Supple- 
mental Security  Income  (SSI)  recipients  to  be  included  in  the 
AFDC  assistance  unit.  Thus,  if  the  family  applies  for  AFDC,  a  child 
who  receives  social  security  now  must  share  his  check  with  his 
half-brothers  and  sisters. 

Characteristics  of  Recipients 

BASIS  OF  entitlement 

Ninety  percent  of  the  children  who  received  social  security  bene- 
fits at  the  end  of  1983  were  under  18  years  old,  the  rest  were  stu- 
dents who  would  be  phased  out  of  the  program  by  May  1985.  Of  the 
children  under  18,  almost  three  out  of  five  were  entitled  because 
one  of  their  parents  had  died,  30  percent  were  children  of  disabled 
workers,  and  the  remaining  11  percent  were  children  of  retired 
workers. 

RACE 

In  a  chapter  entitled  "Social  Security  and  Minorities,"  the  1979 
Advisory  C5)uncil  of  Social  Security  said  that  minorities  were  less 


>»  Crxiig  V,  Gilliani  331  F.  Supp.  687  (W.D.  North  Carolina  1971). 
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likely  than  others  to  get  retirement  benefits  from  social  security 
because  of  their  shorter  life  expentacy.  However,  it  said,  "this 
aspect  of  the  system  is  offset  by  the  fact  that  minorities  are  more 
likelv  than  whites  to  quality  for  social  security  diaability  and  survi- 
vors'^ benefits/'  18 

At  the  end  of  1982,  blacks,  who  constituted  12  percent  of  the 
overall  population,  were  only  9.7  percent  of  social  security  benefici- 
aries. However,  black  children,  who  represented  about  15  percent 
of  the  U.S.  child  population,  accounted  for  a  much  larger  snare  of 
social  security  child  beneficiaries.  As  table  6-20  shows,  black  chil- 
dren were  21  percent  of  children  receiving  survivor  benefits,  20.4 
percent  of  those  receiving  benefits  as  dependents  of  disabled  work- 
ers, and  18.6  percent  of  those  with  disabled  parents.  "Other"  non- 
whites  also  had  a  relatively  high  incidence  of  social  security  child 
benefits. 

As  noted  earlier,  black  workers  tend  to  have  more  children,  die 
earlier,  and  become  disabled  before  retirement  more  often  than 
whites.  Although  black  children  are  over  represented  in  the  social 
security  recipient  population,  the  percent  of  widowed  mothers  who 
receive  social  security  is  smaller  among  blacks  than  whites  (noted 
in  chapter  IV). 

TABLE  6-20.-PERCENTAGE  OlSTRIBUTlOM,  OASDI  BENEFITS  FOR  CHILDREN,  BY  RACE, 

END  OF  1982 


Percentage  distribution  of  l)enefits 
White        Black  Other 


Total  U.S.  children   81.8  15.0  3.1 

Children  under  18  enrolled  in  social  security   75.3  18.6  6.1 

Of  retired  workers   75.3  20.4  3.4 

Of  dead  workers   75.6  21.0  3.4 


Source.  U.S.  Department  of  Health  and  Human  Services.  Soci?:  Security  Bulletin  Annual  Statistical 
Supplements.  1983.  table  59. 

The  advisory  council  report  said  that  Hispanic  children  like 
blacks,  were  overrepresented  in  the  social  security  population. 
They  cited  1977  data  from  five  southwestern  States  (Arizona,  Cali- 
fornia, Colorado,  N^w  Mexico,  ana  Texas).  The  report  said  Hispan- 
ics  represented  about  15  percent  o!  the  total  population  of  the  five 
States,  but  18.7  percent  of  the  children  drawing  benefits  because 
one  of  their  parents  had  died. 

Trends 
numbers  of  beneficiaries 

The  share  of  children  under  18  who  receive  social  security  bene- 
fits rose  from  3  percent  in  1960  to  5.7  percent  in  1975  and  then 
began  to  decline,  falling  to  4.5  percent  in  1983.  Student  benefici- 


Department  of  Health  and  Human  Services.  Social  Secunl>  Financing  and  Benufil*,  Reports 
of  the  1979  Advisory  Council.  Washington.  1979.  p.  114. 
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aries  accounted  for  19  percent  of  total  children  enrolled  in  1981, 
then  fell  to  14  percent  in  1982  and  to  9  percent  in  1983.  The 
number  of  child  oeneficiaries  peaked  iii  the  mid'1970*3,  reflecting 
the  earlier  baby  boom.  Numbers  of  child  and  parent  beneficiaries 
of  social  security,  1960-1983,  are  presented  in  table  6-21. 

TABLE  6-21.-CHILD  AfJD  PARENT  BENEFICIARIES  OF  SOCIAL  SECURITY  1960-83  ' 

Social  Security  ber^ficiaries  (in  thousarxSs)  Total 

chikfren 


mm      Students  Total  Total  'J^J^l 

under  18      18  to  21  children  parents  ^ute) 

1960                           1,896.4       (3)  1,896.4  556.7  64.2 

1965                           2,688.6      205.7  2,894.3  787.6  70.4 

1970                          3,314.6     537.2  3,851.8  913.9  70.0 

1975                           3,835.4      774.3  4,609.7  1,141.5  67.2 

1980                           3,423.1      733.3  4,156.4  1,104.7  63.7 

1981                           3,206.5      760.5  3,967.0  1,059.2  63.2 

1982                           2,933.8     476.3  3,410.1  940.3  62.8 

1983                          2,811.5     293.5  3,105.0  726.5  62.6 

» Excludes  dJsaWed  "chita"  m  age  18  wtw  were  disaliled  before  age  22. 

2  As  of  Ju'y  1,  of  year  named,  except  for  1950  (Apnl). 

3  Ko  program. 

Source.  U.S.  Department  of  Health  and  Human  Services.  Sooat  Secunty  Bulletm.  Annual  StatiStK:a} 

Supplement,  1283.  Ta!^  S7  vdiildren;,  tal)4e  8S  imothers  and  fathers),  talw  26  iwjdowed  mothers  and 
fathers). 


BENEFIT  PAYMENTS 

Table  6-22  shows  that  overall  benefits  paid  to  children  (including 
students  18  and  older)  and  parents  caring  for  children  rose  from 
$1.4  billion  in  1960  to  $12.7  billion  in  1981  and  then  declined,  re- 
flecting population  trends  and  1981  program  cutbacks,  to  $10.5  bil- 
lion in  1983.  Adjusted  for  price  inflation,  benefits  increased  from 
$4.7  billion  in  1960  to  $14.2  billion  in  1980  (constant  1983  dollars), 
then  dropped  to  $10.5  billion  in  1983.  Benefits  for  children  under  18 
did  not  decline,  but  rose  steadily  from  $1.1  billion  in  1960  to  $8.0 
billior  in  1983  (current  dollars).  All  the  decline  was  in  student  and 
parents*  benefits. 

TABLE  6-22.-BENEFITS  PAID  TO  CHILDREN  AND  THEIR  PARENT  CARETAKERS.  1960-83 

(In  w\U%] 

Benefits  to—  Total  l)enefits 


Cfiildren     Students     o^,.^..       Current  Constant 
under  18      18-21       ^^^^^^^       do'lars      1983  do:krs 


1980 
1965 
1970 


$1,064.2    $343    'a.40/.2  $4,737.9 

1625.2  $164.7  497  2.286.9  7,225.5 
2,584.4     536.1       738     3,858.5  9,899.5 
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TABLE  6-22. -BENEFITS  PAID  TO  CHILDREN  AND  THEIR  PARENT  CARETAKERS,  1960- 

83— Continued 

[in  fniilions] 

 Benefits  la—  Total  benefits 

Year 


mm     Students     p...         Current  Constant 
under  18      18-21      ^^^^^^^       dollars      1983  dollars 


1975   4,739.9  1,254.7  1,472     7,466.6  13,819.5 

1980   7,290.9  2,005.3  2,410  11,706.2  14,153.5 

1981   7,747.5  2,360.4  2,574  12,681.9  13,895.7 

1982   7,903.5  1,301.7  2,540  11,745.2  12,123.0 

1983   8,046.7  ^  478.1  1,991  10,515.8  10,515.8 

*  Benefits  represent  Decembef  papents  of  year  sfnwn  multiplied  by  12. 

2  December  1983  payments  multiplied  by  8  (benefits  were  sii^nded  in  summer). 

Source  US  Department  of  Health  and  Human  Serwce.  Social  Securjt>  Bulletin  Annuai  Statistical  Supplement, 
1983  Table  87  (children),  table  85.  (mothers  and  fathers),  table  61  (wdoss'ed  mothers  and  fathers). 

RACE 

As  table  6-23  shows,  the  proportion  of  children  enrolled  in  social 
security  who  are  non white  has  risen  steadily  over  the  years,  from 
14.8  percent  in  1960  to  25.7  percent  in  1982. 

TABLE  6-23.-RACIAL  COMPOSITION  OF  CHlLPgEN  RECEIVING  SOCIAL  SECURITY  BENEFITS, 

1960-82 

[In  percent] 


End  of  year  While 


Non^Ahite 


Tclal  Black  Other 


I960   85.2 

14.8 

NA 

NA 

1965   82.6 

18.4 

NA 

NA 

1970   78.7 

21.3 

18.9 

2.3 

1975   76.3 

23.7 

20.7 

2.9 

1980   74.9 

25.1 

21.4 

3.6 

1981   NA 

NA 

NA 

NA 

1982   74.3 

25.7 

21.5 

4.1 

Source  Annus!  editions  of  Annual  Statistical  Suppljmant,  Social  Security  Bulletin. 

6.  The  Food  Stamp  Program  and  Poor  Children 

Introduction 

The  Food  Stamp  Program  is  designed  to  increase  the  food  pur- 
chasing power  of  low  income  households  so  that  they  can  buy  a  nu- 
tritionally adequate  low-cost  diet.  The  program  assumes  that  a  par- 
ticipating household  should  be  able  to  devote  30  percent  of  its 
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countable  ^®  cash  monthly  income  to  food  buying.  Food  stamp  ben- 
efits  make  up  the  difference  between  that  amount  and  the  sum  de- 
termined to  be  sufficient  to  buy  an  adequate  low -cost  diet,  namely, 
the  price  of  the  Agriculture  Department  s  Thrifty  Food  Plan.  Thus, 
an  eligible  household  with  no  countable  monthly  cash  income  re- 
ceives the  maximum  food  stamp  allotment  for  its  size,  while  one 
with  some  countable  cash  income  receives  a  lesser  amount. 

EUGIBIUTY 

Food  stamp  benefits  are  available  to  nearly  all  households  meet- 
ing income  and  liquid  assets  tests  for  need,  as  long  as  certain  work 
registration  and  other  employment-related  requirements  are  ful- 
filled. Unlike  other  welfare  programs,  the  Food  Stamp  Program 
has  almost  no  categorical  restrictions  on  eligibility,  such  as  the 
AFDC  requirement  for  deprivation  of  parental  support  or  the  SSI 
age  or  disability  requirements.  As  a  result,  food  stamps  are  avail- 
able to  a  broad  spectrum  of  low  income  families  with  children, 
whether  working  or  not.^^ 

BENEFITS 

Food  stamp  benefits  are  calculated  hy  subtracting  30  percent  of 
an  eligible  household  &  countable  monthly  income  from  the  maxi- 
mum allotment  for  the  household's  size.  Maximum  monthly  bene- 
fits ifor  those  with  no  countable  income)  average  in  fiscal  year  1985 
about  $70  a  person,  depending  on  family  size  (for  example,  $79  for 
a  one-person  household,  $264  for  a  four  person  household).  Howev- 
er, since  most  recipients  have  some  cash  income,  average  benefits 
received  are  lower.  Benefits  received  in  early  1985  averaged  $45 
per  recipient.  Until  1979,  participants  were  required  to  buy  their 
food  stamps.  Households  paid  into  the  program  varying  proportion 
of  income,  up  to  30  percent,  and  all  received  the  maximum  allot- 
ment. 

For  households  with  children,  average  monthly  benefits  are  esti- 
mated at  about  $160  a  household,  compared  with  maximum  month 
ly  benefits  for  the  topical  three-person  food  stamp  household  with 
children  of  $208.  For  the  average  household  with  children,  the 
maximum  food  stamp  benefit  provides  about  30  percent  of  the 
monthly  equivalent  of  a  poverty  level  income,  which  is  $690,  and 
the  average  benefit  received  provides  about  23  percent.  The  propor- 
tion of  a  poverty  level  income  provided  b>  food  stamps  varies  with 
cash  income  and  household  size  (the  maximum  benefit  equals  only 
18  percent  of  poverty  income  for  a  one-person  household,  and  26 
percent  for  a  twu-person  household,  although  for  most  household 
sizes  it  is  at  or  close  to  30  percent  of  poverty). 


Not  aii  of  a  houbehom^  income  is  aviuail^  counted  when  determining  ehgibilH>  and  bene- 
fits. Moreover,  nu.  v*  -..come  ii»  not  counted  at  all  In  effect,  thib  means  that,  at  moet,  the 
pro-am  aseumeb  ihu»  1.'  iJ^hvldb  can  ^pend  20-2r>  percent  of  their  grotvs  income  on  food 

More  details  aboui  the  h^ior^,  operativn,  and  outla^b  of  the  food  stamp  prof^am  are  in 
Appendix  A.  Major  ie^jiUilative  deveLprnenU,  of  the  program  ymce  I960  arc  in  Appendix  E 
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Characteristics  and  Trends 
children  benefiting  from  food  stamps 

The  prpiwrtion  of  food  stamp  recipients  who  are  children  has 
been  declining  over  the  years  for  which  data  are  available.  This  ap- 
pears to  be  due  primarily  to  the  repeal  of  the  purchase  require- 
ment in  early  1979.  This  change  increased  participation  among  eli- 
gible elderly  households  much  more  dramatically  than  among 
other  types  of  households.22  The  monthly  proportion  of  children  in 
the  food  stamp  recipient  population  dropped  from  54  percent  in 
1978  to  50  percent  in  1982  (see  Table  6-24).23  The  absolute  monthly 
number  of  children  provided  benefits  through  the  food  stamp  pro- 
gram increased  from  9  million  in  1978  to  9.8  million  in  1982,  an^ 
increase  of  9  percent.  In  the  same  period  the  number  of  poor  poor 
children  counted  by  the  census  Bureau  grew  from  10.2  to  13.6  mil- 
lion, a  rise  of  3.4  million  or  34  percent.  Thus,  the  growth  rate  in 
the  population  of  poor  children  was  almost  four  times  that  of  the 
numoer  of  child  recipients  of  food  stamps  in  a  representative 
month.  (The  number  of  child  recipients  of  food  stamps  peaked  in 
1980  at  10.3  million,  and  Census  Bureau  surveys  of  recipients  of 
non-cash  benefits  show  a  related  drop  in  the  proportion  of  food 
stamp  households  with  children  between  1980  and  1983,  from  66  to 
64  percent). 

TABLE  6-24.- THE  FOOD  STAMP  PROGRAM  AND  POOR  CHILDREN.  SUMMARY  DATA, 

1978-82 


1978      1979      1980      1981  1982 


Number  of  children  receiving  food  stamps  (in 
thousands)   

Share  of  all  recipients  (percent)  

Total  benefits  to  households  with  children  (in 
millions): 


Poverty  rate  of  food  stamp  recipient  households 
with  children  (percent)  

Poverty  rate  for  all  recipient  households  (per- 
cent)   

Proportion  of  poor  food  stamp  households  with 
children  having  incomes  below  50  percent  of 


8,950 
54 

8,020 
47 

10,250 
50 

9.720  9,750 
47  50 

$4,200 
$6,214 
84 

$4,580  $6,230  $7,360  $7,440 
$6,090  $7,298  $8,099  $7,440 
72      80      77  79 

NA 

NA 

87 

90  96 

83 

82 

87 

90  96 

NA 

NA 

27 

39  51 

Note   A'l  data,  except  the  proportion  of  ooor  sen'ed,  are  ioi  Ihe  month  ol  {he  burv'ev.  Benefits  received  by 

households  ivith  children  have  been  ufcd'ated  bv  multiplyine  Ihe  monthly  d^jegdie  tmm  Mm  <n  the  :>urv'ey 
by  12,  and>  in  general  understate  the  total  benefits  received. 

Source:  Estimated  from  USDA  surveys  of  recipient  characteristics. 


Ste  Table  6-22  for  summary  data 

The  1981  USDA  report  on  the  effect*  of  the  1977  Food  Stamp  Act  noten  that,  between  No- 
vember  197R  and  November  1979  tthe  elimination  of  the  purchase  requirement  generally  oc- 
curred in  early  1979 J,  the  number  of  elderly  recipients  increai»ed  by  42  percent,  compared  to  a  26 
peicent  Increase  for  nonelderly  participants.  The  higher  percentage  increase  for  the  elderly  was 
explained  by  (1  ]  their  ven^  low  rate  uf  pre- 1979  participation,  creating  a  large  pool  of  potential 
entrant*,  and  (2:  some  eviaence  that  inability  to  come  up  with  the  cash  needej  for  a  purchase 
reouircment  was  more  of  a  problem  among  the  elderly  than  the  nonelderly. 
\3    '  Estimate  from  USDA  surveys  of  characteristics  of  food  etamp  recrpienti*,  i97ii  and  1982. 
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SHARE  OF  BENEFITS  RECEIVED  BY  HOUSEHOLDS  WITH  CHILDREN 

A  related  decrease  in  the  proportion  of  food  stamp  benefits  going 
to  households  with  children  also  occurred  over  the  period  for  which 
data  are  available.  The  value  of  food  stamp  benefits  provided  to 
households  with  children  declined  from  an  estimated  84  percent  of 
total  benefits  in  1978,  to  79  percent  in  1982.^^  However,  since  total 
and  average  food  stamp  benefits  increased  substantially,  absolute 
benefits  going  to  sucn  households  also  rose.  Benefits  to  households 
with  children  rose  from  $6.2  billion  in  1978  to  $7.4  billion  in  1982 
(constant  1982  dollars).  The  1982  amount  was  8  percent  below  the 
1981  peak  of  $8.1  billion. 

POVERTY  STATUS  OF  RECIPIENTS 

For  the  slightly  shorter  period  for  which  data  are  available  on 
the  poverty  status  of  fc#d  stamp  recipient  households  with  chil- 
dren, it  appears  that  the  proportion  of  such  households  that  are 
poor  has  increased  significantly.^^ 

Poor  on  basis  of  monthly  income 

The  proportion  of  food  stamp  households  with  children  that  have 
gross  monthly  cash  income  below  the  Federal  poverty  income 

fuidelines  has  increased  from  approximately  85  percent  in  1979  to 
6  percent— an  increase  of  13  percent.^*^  This  parallels  a  similar  in- 
crease among  all  participating  households,  from  82  to  95  percent, 
and  is  due  to  both  the  income  restrictions  placed  on  program  par- 
ticipation in  1981,2^  and  to  the  failure  of  many  recipients*  income 
to  keep  up  with  inflation.  As  noted  in  Chapter  II,  the  poverty  meas- 
ure is  adjusted  annually  for  inflation.^* 

Poor  on  basis  of  Annual  income 

The  proportion  of  food  stamp  households  with  children  that  have 
annual  pre-tax  cash  income  below  the  Census  Bureau's  poverty 
thresholds  also  has  risen.  However,  the  annual  fractions  generally 
are  smaller  because  the  longer  accounting  period  adjusts  for  short- 
er-term poverty.  By  Census  surveys,  the  proportion  of  recipient 
households  with  children  having  below-poverty  cash  incomes  in- 
creased from  65  percent  in  1980  to  73  percent  in  1982  and  to  75  per- 
cent in  1983,  a  three-year  increase  of  15  percent.^°  This  matched 


^*  The  eariiest  data  available  from  which  to  make  estimates  are  from  the  February  1978 
USDA  burvey  of  food  stamp  hou&ehold  characteristics,  the  most  recent,  from  August  1982 
2*  Estimates  from  USDA  characteristics  surveys  of  1978  and  1982 
2«  The  earhest  data  available  are  from  the  November  1979  USDA  survey. 
Estimates  from  USDA  characteristics  survevs  of  1979  and  1982.  .  i  j  u 

Legislation  passed  in  1981  required  that  eligible  nonelderl>,  nondisabled  households  have 
incomes  below  130  percent  of  poverty.  .^^^    .  n 

Average  gross  monthi>  income  grew  only  13  percent  from  1979  to  1982,  whereas  overall 
inflation  measured  b>  the  consumer  pnce  index  vand  used  to  adjust  the  poverty  measure)  rose 
by  33  percent.  ,  ^         «    .  .       ,      .  ».t 

Bureau  ot  the  Census.  Characteristics  of  Households  and  Persons  Receiving  Selected  Non 
cash  Benefits,  Series  P-60.  Nos.  131  (1980),  143  (1982),  and  148  (1983), 
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almost  exactly  the  rise  in  the  poverty  rate  for  all  households  re- 
ceiving food  stamps,  although  it  was  higher  than  that  for  house- 
holds without  children. 


Another  way  of  looking  at  the  poverty  status  of  recipient  house- 
holds with  children  is  to  review  their  composition  by  income  class. 
This  approach  gives  an  overall  picture  of  poverty  trends  among 
food  stamp  households  with  children  different  from  that  shown  by 
changes  in  the  poverty  rate.  From  1980  to  1982,  out  of  all  poor  re- 
cipient households  with  children,  the  share  with  monthly  cash  in- 
comes below  one-half  of  the  appropriate  poverty  threshold  (the 
"very  poor")  grew  from  27  to  51  percent,  outstripping  the  rise  in 
very  poor  households  among  all  poor  food  stamp  recipients  (an  in- 
crease from  27  to  44  percent).^^  Out  of  all  food  stamp  households 
with  children,  the  estimated  proportion  who  were  very  poor  in- 
creased from  24  percent  in  1980  to  35  percent  in  1981  and  to  49  per- 
cent in  1982. 


Households  with  children 

The  degree  to  which  poor  households  with  children  participate  in 
the  food  stamp  program  appears  to  have  remained  stable  in  recent 
years.  Out  of  all  households  with  children  that  have  annual  cash 
income  below  the  poverty  threshold,  the  proportion  that  received 
food  stamps  at  any  time  during  the  year  ranged  between  56  and  59 
percent  in  1979-1983.32  (See  Table  6-25.) 

This  measure  may  mis-state  the  degree  to  which  poor  families 
with  children  are  served  by  the  food  stamp  program.  Those  fami- 
lies whose  incomes  over  the  short-term  were  below  poverty  are  not 
considered,  and  it  is  likely  that  there  are  both  more  poor  house- 
holds with  children  and  more  households  served  if  one  includes  the 
short-term  poor.  Data  on  which  to  make  an  estimate  that  includes 
short-term  poor  are  not  avaUable. 

Children 

From  1978  to  1982  the  number  of  all  children  who  received  food 
stamps  in  a  survey  month  declined  as  a  fraction  of  the  number  of 
children  poor  during  the  year.  As  shown  in  Table  6-25,  the  estimat- 
ed share  dropped  from  88  percent  in  1978  to  71  percent  in  1982,  a 
decline  of  19  percent.  The  number  of  poor  children  who  received 
food  stamps  in  a  survey  month  also  declined  as  a  fraction  of  the 
number  of  children  poor  during  the  year,  but  less  sharply,  reflect- 
ing the  concentration  of  more  aid  on  the  poor.  The  share  dropped 
from  76  percednt  in  1978  to  69  percent  in  1982,  a  decrease  of  nine 
percent. 


USDA  surveys  of  19S0  and  1982. 

Census  Bureau  non-cash*b«nefit  recipient  surveys  for  1979  and  1983. 


DEGREE  OF  POVERTY 


SHARE  OF  POOR  RECEIVING  FOOD  STAMPS 
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TABLE  6-25.^PERCENT  OF  POOR  CHILDREN  AIDED  BY  FOOD  STAMPS 


1978     1979    1980     1981  1982 


Poor  households  with  children  on  food  stamps  as  a 
proportion  of  all  poor  households  with  children 
(annual  basis)  

Poor  children  receiving  food  stamps  (survey  month) 
as  a  proportion  of  the  numt}er  of  poor  children 
(annual  basis)  

All  children  receiving  food  stamps  (survey  month)  as 
a  proportion  of  the  number  of  poor  children 


NA 

56 

59 

58 

59 

76 

65 

79 

71 

69 

88 

79 

87 

78 

71 

Sources.  For  row  1,  Census  Bureau  noncash  benefit  surveys.  Rows  2  and  3,  estimates  from  U.S.  Department 
of  Agnculture  surveys  of  recipient  characteristics. 

7.  Medicaid  and  Poor  Children 

Introduction 

The  Medicaid  program  (authorized  under  Title  XIX  of  the  Social 
Security  Act)  is  a  federally  aided,  State-operated  and  administered 
program  of  medical  assistance  for  low-mcome  persons  who  are 
aged,  blind,  disabled,  or  members  of  faniilies  with  dependent  chil* 
dren.  The  Administration  estimated  in  February  1985  that  there 
would  be  about  22.5  million  Medicaid  recipients  m  fiscal  year  1986 
of  whom  roughly  45  percent  would  be  children. 

Within  Federal  guidelines,  each  State  designs  and  administers  its 
own  program.  Therefore,  there  is  substantial  variation  among  the 
States  in  terms  of  eligibility  requirements,  services  offered,  number 
of  persons  covered  and  the  Federal  and  State  dollars  spent. 

EUGIBIUTY 

Access  to  health  care  for  low-income  children  has  improved  sig- 
nificantlv  since  the  1960s,  in  part  because  of  Federal  programs  es- 
tablished to  provide  health  services  to  needy  persons.  Medicaid,  the 
largest  such  program,  is  a  Federal 5tate  entitlement  program  that 

f)urchases  medical  care  for  certain  low-income  persons.  Federal 
iinds  finance  an  estimated  54  percent  of  all  Medicaid  payments. 

CATEGORICALLY  NEEDY 

Eligibility  for  Medicaid  is  linked  to  actual  or  potential  receipt  of 
cash  assistance  under  the  federally  assisted  Aid  to  Families  With 
Dependent  Children  (AFDC)  program  or  the  Federal  Supplemental 
Security  Income  (SSI)  program  for  the  aged,  blind,  and  disabled. 
All  States  are  required  to  cover  the  "categorically  needy'*  under 
their  Medicaid  programs.  Persons  who  States  must  cover  as  cate- 
gorically needy  include  all  AFDC  recipients  and  most  rei^ipients  of 
SSI  payments. 

More  details  about  the  hiatuo»  operation,  and  outlays  of  Medicaid  are  in  Appendix  A. 
Mmor  legislative  deveiupmento  of  the  prugram  6inc*  ite  1365  cnactement  are  in  Appendix  E 
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As  noted  earlier  in  the  AFDC  part  of  this  chapter,  AFDC  pay- 
ments are  made  to  families  with  children  where  one  parent  is 
absent;  incapacitated,  or,  in  some  States,  "unemployed"  (works  less 
than  100  hours  a  month).  State-established  income  criteria  differ 
markedly  among  the  States.  Since  Medicaid  eligibility  is  generally 
tied  to  receipt  of  cash  assistance,  the  income  standard  used  by  a 
State  for  determining  AFDC  eligibility  directly  affects  the  size  of 
its  Medicaid  population. 

In  addition  to  the  income  disparities  among  States,  differences 
exist  in  terms  of  groups  covered  under  an  AFDC  plan.  For  exam- 
ple, a  State  may  cover  under  its  AFDC  program  families  with  un- 
employed parents  or  pregnant  women  without  other  children  in 
the  home  (also  known  as  first-time  pregnant  women)  meeting 
AFDC  income  and  resources  requirements.  While  States  may  not 
begin  making  AFDC  cash  payments  to  first-time  pregnant  women 
until  the  6  month  of  pregnancy,  they  are  required  to  extend  Medic- 
aid protection  to  this  group  from  the  medical  verification  of  preg- 
nancy. Similarly,  they  are  required  to  extend  Medicaid  protection 
to  pregnant  women  from  the  medical  verification  of  pregnancy  in 
two-parent  families  where  the  principal  breadwinner  is  unem- 
ployed. 

States  are  required  to  extend  Medicaid  protection  to  certain  addi- 
tional groups  though  they  are  not  actually  receiving  an  AFDC  cash 
payment  These  include  persons  denied  a  cash  payment  solely  be- 
cause the  payment  amount  would  be  less  than  $10.  Coverage  must 
also  be  extended  for  four  additional  months  to  certain  families 
whose  cash  assistance  has  been  terminated,  this  extension  applies 
only  to  families  who  received  AFDC  for  at  least  three  of  the  pre- 
ceding six  months  and  who  lost  coverage  due  to  increased  earnings 
or  increased  hours  of  employment.  Since  October  1,  1984,  States 
also  have  been  required  to  extend  Medicaid  coverage  to  families 
who  lose  their  eligibility  for  AFDC  and,  therefore.  Medicaid  after  4 
months  of  work  because  the  AFDC  rule  requiring  States  to  disre- 
gard a  fraction  of  every  dollar  earned  can  no  longer  be  applied  to 
them. 

The  AFDC  law  requires  States  to  calculate  available  income  from 
a  recipient's  earnings  differently,  depending  upon  duration  of 
work.  During  the  first  4  months  of  a  job  States  must  disregard  $30, 
a  standard  allowance  ($75),  child  care  costs  up  to  a  ceiling,  and  one- 
third  of  remaining  earnings.  The  one-thrid  fractional  disregard  ex- 
pires after  4  months,  the  $30  disregard  after  12.  States  are  now  re- 
quired to  provide  9  months  of  Medicaid  coverage  to  families  who 
lose  their  AFDC  because  of  expiration  of  the  disregard  of  one-third 
of  residual  earnings  (and  may  extend  coverage  for  an  additional  6 
months  to  families  who  would  be  eligible  for  AFDC  if  their  earn- 
ings were  treated  like  those  of  new  workers).  Families  who  lost 
their  AFDC  eligibility  before  October  1,  1984,  also  are  eligible  for 
Medicaid  for  the  same  time  period  provided  that,  (a)  they  disclose 
any  private  health  insurance  coverage  at  the  time  of  application, 
(b)  they  apply  within  6  months  from  the  date  the  implementing 
regulations  become  final,  and,  (c)  they  would  have  been  continuous- 
ly eligible  for  AFDC  if  their  countable  earnings  had  been  calculat- 
ed by  the  disregard  rules  then  applicable  to  new  workers. 
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In  addition  to  groups  that  States  must  cover,  there  are  a  number 
of  additional  groups  that  States  may  cover.  Of  particular  impor- 
tance is  the  category  known  as  "Ribicoff  children."  These  are  indi- 
viduals under  age  21,  or  20,  or  19,  or  18  who  do  not  meet  the  defini- 
tion of  a  dependent  child  under  AFDC  but,  whose  income  and  re- 
sources fall  within  a  State's  AFDC  limits.  For  example,  they  may 
be  ineligible  for  AFDC  because  both  parents  live  at  home  and  the 
principal  breadwinner  has  a  job.  States  may  extend  coverage  to  all 
Ribicoff  children  or  limit  protection  to  reasonable  categories  of 
children,  such  as  those  in  foster  homes,  subsidized  adoptions,  psy- 
chiatric institutions,  or  intermediate  care  facilities  (ICFs).  Since  Oc- 
tober 1,  1984,  States  have  been  required  to  extend  Medicaid  cover- 
age to  all  such  children  up  to  age  5  born  on  or  after  October  1, 
1983.  Therefore,  by  October  1,  1988,  States  will  be  required  to  cover 
all.  RibicofF  children  up  to  age  5. 


In  addition  to  the  categorically  needy.  States  may  cover  the 
"medically  needy"  under  their  Medicaid  programs.  Thirty-four 
States  and  jurisdictions  have  elected  this  option.  The  medically 
needy  are  persons  (1)  who  are  aged,  blind,  disabled,  or  members  of 
families  with  dependent  children,  and  (2)  whose  income,  after  de- 
ducting incurred  medical  expenses  (i.e.,  "spending  down"),  falls 
below  the  States  medically  needy  income  eligibility  level.  The 
medically  needy  level  cannot  exceed  133  percent  of  the  maximum 
AFDC  payment  for  the  same  size  family.  For  example,  if  a  two- 
person  family's  income  is  $300  and  the  State  maximum  AFDC  ben- 
efit for  two  persons  is  $275,  the  family  must  have  $25  in  medical 
expenses  before  it  becomes  eligible.  Applicants  also  must  meet 
State-established  resource  standards.  In  determining  income  and 
resource  eligibility  of  an  individual  for  the  medically  needy  pro- 
gram, a  State  agency  may  not  count  as  income  or  resources  any 
amounts  that  would  not  be  counted  in  determining  the  individual's 
eligibility  for  categorically  needy  coverage.  A  State  may  limit  serv- 
ices under  a  medically  needy  program  to  ambulatory  services  for 
children  and  prenatal  and  delivery  services  for  pregnant  women. 


From  1973  to  1983,  the  share  of  Medicaid  outlays  made  on  behalf 
of  AFDC  type  children  under  age  21  and  adults  in  AFDC  families 
declined  from  33.2  percent  to  25.7  percent.  Further,  the  share  for 
"other  persons,"  chiefly  Ribicoff  children  (defined  above),  declined 
from  5.2  percent  to  2.2  percent.  In  constant  1983  dollars,  the  sums 
for  these  three  groups  increased  from  $5.9  billion  in  1973  to  $9.0 
billion  in  1983  (Table  6-26),  a  rise  of  53  percent.  However,  Medicaid 
spending  on  aged,  disabled,  ur  blind  adults  climbed  more  than 
twice  as  fast,  by  122  percent. 


MEDICALLY  NEEDY 


Share  op  Medicaid  Benefits  for  Children 
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TABLE  6-26.-MEDICAID  PAYMENTS  MADE  FOR  CHILDREN  AND  THEIR  PARENTS,  1973 

AND  1983 

[Millions  of  1983  dollars) 


1973        1983  S 


AFDC-type  children  under  21   $2,540    $3,822  +50 

Adult  in  AFDC  familks   $2,576    $4,483      +  74 

"Other  persons"  (cniefly  Ribicoff  children)   $805      $725  -10 


and  their  parents   $5,921    $9,030  +53 

Total  Medicaid  outlays   $15,389  $32,351 

Percentage  share  of  total  for  children  and  their  families         38.4  27.9 


Note  —Table  includes  data  from  the  territories.  Totals  may  not  add  because  of  rounding. 
Source:  Social  Security  Bulletin,  Annua!  Statistical  Supplement,  1983 

Relationship  of  Medicaid  Coverage  to  Poverty  of  Children 

The  estimates  in  this  section  are  based  on  data  obtained  annual- 
ly from  the  Current  Population  Survey  (CPS)  conducted  by  the 
Bureau  of  the  Census  and  from  supplementary  surveys.  Since  the 
CPS  estimates  are  based  on  a  sample,  they  may  differ  somewhat 
from  iigures  that  would  have  been  obtained  if  a  complete  census 
had  oeen  taken.  The  CPS  data  also  are  lower  than  program  data 
from  the  Health  Care  Financing  Administration  (HCFA)  because 
recipients  tend  to  underreport  their  benefits  in  these  surveys.  Fur- 
ther, the  CPS  totals  do  not  include  children  in  institutions  and  may 
not  include  "Ribicoff  children."  While  the  above  considerations 
must  be  taken  into  account,  general  trends  can  be  observed  from 
the  data. 


SHARE  OF  POOR  CHILDREN  COVERED 

Roughly  one-half  of  all  poor  children  (defined  as  children  under 
18  whose  family  income  is  below  the  poverty  threshold)  are  covered 
by  Medicaid  (see  Table  6-24).  One  reason  that  this  proportion  is  not 
larger  is  that  i  utomatic  Medicaid  eligibility  is  generally  linked  to 
the  receipt  of  AFDC  cash  assistance.  This  has  restricted  Medicaid 
coverage  in  part  because  AFDC  assistance  is  available  only  to  fami- 
lies where  one  parent  is  absent,  incapacitated,  or  in  certain  States, 
unemployed.  To  receive  AFDC,  a  family  must  also  meet  a  certain 
cash  assistance  standard  established  by  each  State.  In  all  States 
except  for  Alaska,  AFDC  cash  standards  are  below  the  Federal  pov- 
erty threshold  (estimated  nation  wide  for  1984  at  $8,280  a  year  for 
a  family  of  three).  Therefore,  many  low-income  families  are  not 
automatically  eligible  for  Medicaid,  though  some  may  be  able  to 
obtain  coverage  under  a  State's  medically  needy  program.  Further, 
Medicaid  eligibility  requirements  can  vary  widely  among  the  States 
and  families  can  often  go  on  and  off  the  AFDC  (and  therefore  Med- 
icaid) rolls  during  the  course  of  a  year. 
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TRENDS  IN  COVERAGE  BY  POVERTY  STATUS 

The  percentage  of  poor  children  covered  by  Medicaid  has  been 
relatively  consistent  over  time.  In  fact,  the  1979  and  1983  percent- 
ages are  identical --48.5  percent.  This  figure  has  not  varied  by  more 
than  two  percentage  points  over  the  five-year  span  (see  Table  6-27). 

The  share  of  very  poor  children  with  Medicaid  coverage  in- 
creased by  14  percent  in  those  5  years.  In  1979,  fewer  than  half 
(47.8  percent)  of  the  children  in  families  whose  annual  income  was 
below  50  percent  of  the  poverty  threshold  were  covered  by  Medic- 
aid, in  1983,  more  than  half  (54.4  percent)  of  such  children  were  in 
the  program.  Even  so,  these  "poorest"  children  still  had  a  lower 
Medicaid  coverage  rate  than  those  with  family  income  between  50 
and  74  percent  of  the  poverty  threshold.  The  latter  group  consist- 
ently has  had  the  highest  rate  of  Medicaid  coverage  (55.5  percent 
in  1979,  57.2  percent  in  1983). 

Medicaid  coverage  levels  for  poor  children  in  families  with  in- 
comes between  0.75  and  1.00  of  the  poverty  line  were  reduced  by  31 
percent  between  1979  and  1983  (from  42.6  percent  to  29.6  percent). 
This  sharp  drop  is  partially  attributable  to  the  failure  of  AFDC 
benefit  levels  to  keep  pace  with  inflation.  This  has  pushed  AFDC 
eligibility  ceilings  in  many  States  further  below  the  national  pover- 
ty line.  As  a  result,  more  poor  families  are  no  longer  considered 
poor  enough  to  receive  AFDC.  Since  Medicaid  is  linked  to  AFDC, 
these  families  also  lose  their  automatic  Medicaid  eligibility  (though 
some  may  be  able  to  obtain  medically  needy  coverage  in  certain 
States.) 
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TABLE  6-27.-CHILDREN  IN  POVERTY  AND  MEDICAID  COVERAGE,  ALL  CHILDREN  UNDER  18 

(Numbers  in  thousands) 


Poverty  ratio  less  tlian  0  5  Poverty  ratio  twtween  0  5  and  Poverty  ratio  iKtween  0  75  and  All  poor  children 
  0  74  1,00  


P<»r     Covered  ^^  ^^  "  Covejed  p^,. 

Medicaid  cSn    J^,    St     chten  S  «ren 


1979   3,652  1,747  47.8  3,181  1,764  55.5  3,278  1,396  42.6  10,111  4,907  48.5 

981   4,832  2,547  52.7  3,833  1,980  51.7  3,840  1,284  33.4  12,505  5,811  46.5 

982   ,608  2,921  52.1  4,415  2,429  55.0  3,625  1,079  29.8  13647  6,429  47.1 

1983   5,944  3,232  54.4  4,105  2,349  57.2  3,759  1,112  29.6  13,807  6  693  48.5 
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Note  —Based  on  Onsus  ("0fSl»3n$Ky")  P'Xerty  levels  Totals  do  not  include  children  in  institutions  and  may  not  include  "Ribicoff  children  ' 
Source  March  Current  Population  Survey  (CPS)  1980-84  Table  prepared  by  CRS 
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Tables  6-28  and  6-29  show  that  Medicaid  coverage  levels  differ 
slightly  between  poor  children  under  5  years  old  and  poor  children 
between  5  and  17  years  old.  Because  DEFRA  mandates  coverage  of 
certain  categories  of  some  young  children  whose  coverage  was  pre- 
viously optional  with  the  States,  this  difference  is  likely  to  in- 


crease. J, 

Approximately  one-fifth  of  the  children  covered  by  Medicaid  m 
1983  were  in  families  with  annual  incomes  above  the  poverty  hne 
(see  Table  6-30).  This  represents  a  drop  from  1979,  when  roughly 
one-third  of  the  children  covered  by  Medicaid  were  in  such  fami- 
lies This  is  partially  because  States  in  recent  years  have  targeted 
their  resources  both  for  AFDC  and  Medicaid  on  the  lowest  income 
groups. 
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TABLE  6-28.-CHILDREN  IN  POVERTY  AND  MEDICAID  COVERAGE,  CHILDREN  UNDER  5 

(Numbers  in  thousands) 


Poverty  ralio  less  than  0.5      Poverty  ratio  bft^Mn  0.5  and    Poverty  ratio  iKtween  0.75  and         All  poor  children 

0.74  1  00   


ct  S,    7^'      V  V     Per.      Poor      Cohered  p^,. 

Medicaid  Children    J^^^    cent     children    ..^^y ,,    cent  MedLd 


  1-136      582   51.2      852      492   57.7      910      364  400     ?8q7     14^8  iPfi 

  j-g      g^^l    51.9     1.023      514   50.2     1.  37:7    IfS    l.'g  S?' 

^^^^   ''990    U66   58.6     1.363      837   61.4     i:i21      366  32.6    4:473    2.369   53  0 

Note  -eased  on  Census  ("Orshansky")  poverty  levels  Totals  do  not  include  children  m  institutions  and  may  not  include  "Ribicolf  children"  § 
Source-.  March  Current  Population  Survey  (CPS/  1980-198J  Table  prepared  by  CRS 
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TABLE  6-29.-CHILDREN  IN  POVERTY  AND  MEDICAID  COVERAGE,  CHILDREN  BETWEEN  5  AND  17 

(Numbers  in  thousands) 


Poverty  ratio  less  than  0  5  Poverty  ratio  between  0  5  and  Poverty  ratio  betvifeen  0,75  and  All  poor  children 
 ^  —   0.74  1.00    ' —  


Year 


children  ^^J^^^ 


Per- 
cent 


Poor  Co«'^  Per-  Pmi  X" 
chi^dien    ^^edfca;d  Medicaid 


Covered 


Per- 
cent 


Peer  Per- 
Medicaid 


1979.. 
1980., 
1981. 
1982. 
1983. 


2,517 
3.090 
3,303 
3,780 
3,954 


1,166  46.3 

1,478  47.8 

1,685  51.0 

1,82]  48.2 

2,066  52.3 


2,329 
2,633 
2,702 
3,068 
2,742 


1,272  54.6 

1,459  55.4 

1,355  50.1 

1,614  52.6 

1,512  55.1 


2,368 
2,506 
2,667 
2,561 
2,638 


1,032  43.6 

920  36.7 

851  31.8 

765  29.9 

745  28.2 


7,214 
8,229 
8.628 
9,407 
9,334 


3,470  48.1 

3,857  46.9 

3,891  44.8 

4.200  44.6 

4,323  46.3 


Note.— Based  on  Census  ("Orshanstif)  povirty  levels.  Totals  do  not  include  ctnldren  m  inst'tutions  ?nd  may  not  mcliiie  "Rif.coff  children ' 
Sourcfc  MarcTi  Current  Population  Sur^-e/  (CPS)  1980-1984  W.i  prepared  b/  CRS, 
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TABLE  6  30. -CHILDREN  ENROLLED  IN  MEDICAID,  BY  POVERTY  STATUS  AND  AGE, 

1979-83 

(Numbers  in  Ifiousandsj 

Pwf  chi'dren         Nonpoor  cWm  Total 

Year 

Number     Percent     Number     Percent     Number  Percent 


All  Children  under  18 

1979...,.  4,907      66.0  2,524  34.0  7.431  100.0 

1980............  ,   5,525     70.0  2,366  30.0  7,891  100.0 

1981...                          5,811      71.2  2,345  28.8  8,156  100.0 

1982...........                     6,429      78.5  1,761  21.5  8,190  100.0 

1983............................  6,693      81.3  1,537  18.7  8,230  100.0 

Children  under  5 

1979..........................            1,438      66.1  736  33.9  2,174  100.0 

1980                           1,669      72.1  645  279  2,314  100.0 

1981.                           1,921      71.4  770  28.6  2,691  100.0 

1982._.......                 2,229      77.6  645  22.4  2,874  100.0 

1983............                    2.369      80.5  574  19.5  2.943  100.0 

Children  between  5  and  17 

1979............                   3,470      66.0  1,788  34.0  5,258  100.0 

1980                           3.857      69.1  1,723  30.9  5.580  100.0 

1981...............                  3,891      71.2  1,575  28.8  5,466  100.0 

1982                           4,200      79.0  1,115  21.0  5,315  100.0 

1983..............................  4,323      81.8  963  18.2  5,286  100.0 


Note  —Based  on  Census  (OishansKy)  poverty  levels 

Source  March  Current  Pcpalation  Survey  (CPS),  1980-1984  TabV  prepared  by  CRS 

8.  Subsidized  Housing  and  Poor  Children 
Introduction 

Federal  subsidies  for  housing  provide  substantial  benefits  to 
about  one  million  lower  income  households  s\ith  children,  forming 
a  major  component  of  Federal  efforts  to  aid  poor  children.  This  sec- 
tion of  chapter  6  examines  trends  in  the  five  major  Federal  hous> 
ing  aid  programs  afTecting  poor  children,  Lo^v-rent  public  housing, 
"Section  8"  rent  subsidies  for  those  in  existing  or  moderately  reha- 
bilitated housing,  "Section  8"  recent  subsidies  for  those  in  new  or 
substantially  rehabilitiated  housing,  "Section  236"  interst  reduc- 
tion payments  for  low  income  rental  housing,  and  rent  supple- 
ments  for  those  In  otherwise-assisted  housing.  These  programs  are 
the  major  ones  for  which  data  about  recipients  are  available.''* 


^*  Because  of  the  lack  of  data  on  ptrrtint  nt  rviL-tpu  ni  characten-sUcn  or  because  the>  are  fo- 
cubod  on  other  p*jpuial<^»r»  >'r^»u}>s>  >t  k  .  tht  (Lider]>^  a  number  of  Federal  housing  pTOfjams  wtii 
not  be  reviewed  Farmerb  Hurrit  Admimsiraiion  »FmHA>  program Sevtion  2-55  homeowner- 
ship  astMStance,  programs  (kji  tht  elder »>  and  disabled  bu>-h  thv  SevMon  202'  loans,  and  Sec- 
tion 221(dK3r'  mortgages 
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BENEFITS 


In  general,  these  programs  help  to  pa>  the  rent  of  eligible  fami- 
lies b>  limiting  the  share  of  countable  income  that  a  family  must 
spend  on  rent  to  30  percent  (the  same  fraction  that  the  Food  Stamp 
Program  expects  households  to  spend  on  food).  The  hotising  pro- 
grams make  up  for  the  difference  between  30  percent  ©f  the  ten- 
ant s  countable  income  and,  generally  speaking,  the  fair  market 
rent.  In  fiscal  year  1983,  subsidies  averaged  $240  monthly  to  fami- 
lies in  the  Section  8  program,  $217  to  those  in  public  housing,  and 
$103  to  those  in  the  Section  236  program,  some  Section  236  recipi- 
ents also  receive  rent  supplements. 


The  basic  eligibility  rule  in  most  of  these  programs  is  that  most 
applicants'  countable  family  income  cannot  exceed  50  percent  of 
the  area  median  family  income,  adjusted  by  formula  for  family 
size.  (A  small  share  of  new  rentals  can  go  to  families  with  income 
between  50  and  80  percent  of  ^he  area  median,  however.  Until 
recent  years  80  percent  of  the  median,  the  "low-income"  standards 
was  the  basic  limit.)  ''^  The  50  percent  of  median  income  standard 
is  defined  as  "very  low  income'  in  housing  legislation.  The  supply 
of  housing  and  limited  appropriations  have  restricted  aid  to  finan- 
cially eligible  families. 


Despite  a  significant  slowdown  since  1981,  Federal  housing  assist- 
ance for  the  lower  income  population  has  increased  substantially 
over  the  past  decade.  Furthermore,  as  earlier  commitments  are  im- 
plemented, outlays  will  continue  to  increase  for  several  years,  but 
at  a  slower  rate.^®  Measured  from  1974,  the  year  in  which  the 
present  system  was  put  in  place,  the  number  of  assisted  housing 
units  in  major  programs  has  more  than  doubled,  from  about  1.5 
million  in  1974  to  over  3.2  million  units  in  1984.^'^  Housing  assist- 
ance outlays  by  the  Department  of  Housing  and  Urban  Develop- 
ment  (HUD)  have  gone  from  around  $3.9  billion  in  1974,  to  nearly 
$10  billion  in  1984,  in  constant  1984  dollars.^«  (In  addition  to  rental 
subsidies  of  the  five  programs  described  in  this  report,  these  out- 
lays cover  public  housing  operating  subsidies  and  other  HUD  pro- 
grams.) 

This  large  expansion  in  the  Federal  effort  greatly  added  to  the 
housing  aid  available  to  lower  income  persons  and  represented  a 
pronounced  shift  in  the  types  of  aid  provided.  HUD  estimates  cov- 
ering the  programs  in  this  chapter  indiL<ite  that  the  proportion  of 
assisted  units  containing  families  with  children  declined  about  9 


"  For  their  hi8lor>  and  for  details  about  operation  of  these  program*,  see  Appendix  A.  For 
major  legislative  development*  m  housing  programs  since  1360,  see  Appendix  E. 

U.S  Library  of  Congre»  Congressional  KesearLh  Service.  Trends  Funding  and  Numbcrt 
of  Households  *n  Ht'I> Assisted  Housing  Fiscal  Year*  1974  1984.  [bvj  Grace  Milgram.  December 
28.  1983. 

''The  HUD  programs  onl>  Trends  in  Subsidized  Housing.  1974- 1981  (hyj  Paul  Burke.  Divi- 
sion of  Housing  and  Demograohic  Affairs.  Office  of  Ecvnumiiu  AfTairh,  Department  of  Housing 
and  Urban  Development  Nfarch  1984. 
See  footnote  number  36, 


ELIGIBILITY 


Trends  and  Characteristics 


ERIC 


241 


percent,  from  46  to  42  percent,  from  1974  to  1981.^^  However,  the 
Census  Bureau's  surveys  for  non-ca&h  benefits  received  by  the 
lower  income  population  show  an  uneven  trend  from  1980  to  1983 
in  the  proportion  of  households  with  children  among  all  households 
living  in  "publicly  owned  or  other  subsidized  renter-occupied  hous- 
ing." ^®  This  fraction  climbed  from  46.2  percent  in  1980  to  49.7  per- 
cent in  1982  and  dropped  to  46.3  percent  in  1983,  when  1.5  million 
households  out  of  a  total  of  3.2  million  were  families  with  children. 
The  Census  Bureau  surveys  are  comprehensive  and  include  all 
HUD  assistance,  programs  of  the  Farmers  Home  Administration, 
and  non-Federal  programs. 

Table  6-31  shows  the  number  of  units  for  families  with  children 
aided  by  the  five  major  programs  considered  in  this  chapter  rose  74 
percent  from  1974  to  1981.  In  the  same  period  the  number  of  units 
for  adult-only  families  rose  102  percent.  Thus,  the  share  of  units 
for  families  with  children  declined,  as  shown  by  Table  6-32  (sum- 
mary table).  Units  for  families  with  children  totaled  1,178,000  in 
1981,*^  distributed  as  follows,  public  housing,  41  percent.  Section  8 
existing  housing,  28  percent.  Section  236,  16  percent.  Section  8  new 
housing,  9  percent;  and  rent  supplements,  6  percent. 

TABLE  5  3L   FEDERAL  HOUSING  ASSISTANCE,  MAJOR  PROGRAMS  AIDING  FAMILIES  WITH 

CHILDREN,  1974-81 


Housmg  units  (m 
lhou$3nd$)  Percentage 
change 

1974  1931 


Public  housing   ... . 

Section  8  (existing  housing)  . 

Section  8  (new  housing)  

Section  236  payments  ,  ., 

Rent  supplements.,..  

Total  units  (families  with  children) 

« No  progfsm 
Source  Tr€fi(1s  m 


477 

480 

+  2 

{') 

332 

NA 

(') 

104 

NA 

119 

183 

+58 

80 

74 

-7 

6/6 

1.178 

+74 

Source  \mA%  m  ^^S^v^w^  Housing  I9:i  8l  jbyl  Burke  DiV^s'on  of  \imn  <"nd  nefnoCf3phic 
Affairs,  m-z^'  cf  Economc  Affairs.  D€P3rimen!  of  Wm^n     Urban  Development  March  l'j34 


*''S<  r  lu'.inoti-  number 

*"Bure.iu  nf  ih<  Census  ('har.i.Uft^us     H«ju^m  KoLIn  and  lVr^,>i.s  FUN.«>ivinK  SoU*clcd  Non- 

The  (  ^nsjs  Kurtati  ^u^.<<v  l^r  llKx:  n.j^H.rtiKi  that  ,x  of  IJ'My.m  houM-holds  s%ith  chil- 
dren liv«»d  in  pubhciv  <Mni'd  h^^^'^?!ll♦  or  m  oth»T  sub^'dr>f»d  mxViX  units 
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TABLE  6-32.  -TRENDS  IN  FEDERAL  HOUSING  ASSISTANCE.  SUMMARY  TABLE,  1974-81  > 

(Units  in  thousarids) 




1974 

1981 

Below  30  I 

median 
income 

3e!ow  50 
peivcni 
median 
income 



All 
income 
levels  2 



Below  30 
percent 
median 
income 

Below  50 
perceni 
median 
income 

All 
income 
levels* 

All  susidized  units  

782 

1,220 

1,477 

1,663 

2,503 

2,816 

With  children  (percent).... 

37 

42 

46 

38 

40 

42 

Adults  only  (percent) 

63 

58 

54 

62 

60 

58 

Public  housing  units  

686 

994 

1,109 

773 

1,044 

1,143 

With  children  (percent) .... 

36 

41 

43 

36 

40 

42 

Adults  only  (percent)  

64 

59 

57 

64 

60 

58 

Section  8,  existing  ^  

(*) 

C) 

C) 

411 

584 

626 

With  children  (percent) 

49 

51 

53 

AQults  only  (percent) 

51 

49 

47 

Section  8,  new^  

242 

401 

450 

With  children  (percent) 

20 

22 

23 

Adults  only  (percent) 

80 

78 

77 

Section  236,  payments  ^ 

V) 

85 

220 

105 

293 

447 

V/ith  children  (percent) 

41 

54 

36 

38 

42 

Adults  only  (percent) 

59 

46 

64 

62 

58 

Rent  supplement  units  

96 

141 

148 

109 

143 

150 

With  children  (percent) 

49 

53 

54 

44 

48 

49 

Adults  only  (percent) 

51 

47 

46 

56 

52 

51 

*  Includes  section  8  program,  public  housing,  section  236  program,  and  rent  supplements 
2  With  incomes  below  80  percent  of  the  median 

'*  Existing  and  moderately  rehabilitated  units 

*  No  program 

*  New  construction  and  substantially  rehabilitated  units 

*  Withoyt  rent  s«;pp!ement  units 
'  Estimate  not  available 

Source  Trends  in  Subsidized  Housmp  1974  81  Jbyj  Paul  Burke  DiVis'on  of  Housing  and  Demographic 
Affairs,  OtfiCe  of  Economic  Affairs.  Department  of  Hoy^^mg  and  Urbsn  De^e!opmenl  March  1984 


Family  Types  Assisted 

From  1974  to  1981  significant  changes  occurred  in  the  character- 
istics of  families  with  children  aided  hy  rental  subsidy  programs. 
Relatively  more  bingle-parent  families  were  aided.  Whites  became 
a  larger  share  of  the  assisted  population.  Families  aided  became 
relatively  poorer.  For  all  assisted  units,  the  proportion  of  single- 
adult  householdb  among  those  with  children  increased  by  about 
one-seventh,  from  54  percent  in  1974  to  62  percent  in  1981,  this 
continues  a  trend  traceable  back  to  at  least  the  early  19508.* ^  The 


•^PrelDTl  chardcterisliu»  ffym  US  Congrefew  Hyubc  pA'prc»entat*ves  Committee  on 
BanktiiK  aud  Currency  Faptn*  Subirutuxl  to  tnt  Subcwmmitt***  yn  HuubmK  Fartelj*  on  Huui^mg 
ProduUiyn,  Hwumo^  Di-mand.  and  DevelypmK  u  Suitabk  Uvinn  Environment.  Part  2  ^^ind  Con- 
cr«s&.  lt<t  tebJ^ijn.  June  1971  pp.  .>92  Characteristio.  data  reflect  tho^e  in  low -rent  public 
nou'^inp.  the  major  housmp  effort  of  the  two  decades  of  the  19?)09  and  1960s 
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racial  composition  of  assisted  households  mth  children  has 
changed  noticeably  Black  families  have  become  a  smaller  propor- 
tion of  such  families,  reversing  a  trend  that  prevailed  from  the 
early  1950s  through  the  1960s.'*'*  The  proportion  of  black  single- 
adult  families  with  children  among  those  receiving  aid  dropped 
from  63  percent  in  1974  to  51  percent  in  1981,  with  a  corresponding 
decrease  in  families  with  two  or  more  adults  (from  49  to  43  per- 
cent). The  overwhelming  majority  of  this  shift  in  racial  comj^osition 
was  made  up  of  an  increase  in  the  proportion  of  white  families 
with  children,  although  there  was  a  slight  increase  in  the  number 
and  proportion  of  families  of  Hispanic  or  other  origin. 

Finally,  assisted  families  with  children  have  become  poorer  since 
1974,  by  at  least  two  measures,  the  proportions  of  those  with  in- 
comes below  30  percent  and  50  percent,  respectively,  o**  median 
family  income.  The  share  of  those  with  income  below  30  percent  of 
the  area  median  (considered  very,  very  low  income)  rose  by  almost 
one-fifth,  from  43  percent  in  1974  to  53  percent  in  1981.  The  pro- 
portion of  those  with  incomes  below  50  percent  of  median  ("very- 
low'income'*  in  housing  legislation)  grew  from  75  percent  to  83  per- 
cent between  1974  and  1981/*  This  continues  a  trend  apparent 
from  the  early  1950s.'*^ 


As  shown  in  Table  6-33,  the  proportion  of  households  with  chil- 
dren in  assisted  units  varies  considerably  by  program.  In  other  re- 
spects there  are  differences  among  the  programs,  representation  of 
single  adult  families  and  income  levels  of  families  assisted. 


The  proportion  of  public  housing  units  occupied  by  families  with 
children  is  similar  to  the  proportion  in  all  units  aided  by  the  five 
programs.  It  declined  very  slightly  from  43  to  42  percent  between 
1974  and  1981.  However,  the  proportion  of  single-adult  families 
with  children,  which  was  higher  than  average  in  1974,  has  dropped 
below  average.  In  1981,  54  percent  of  public  housing  units  were  oc- 
cupied by  single-parent  families  with  children,  compared  with  56 
percent  in  1974,  The  proportion  of  single-parent  families  with  chil- 
dren in  all  five  programs  was  62  percent  in  1981,  compared  with  64 
percent  in  1974  The  substantial  growth  in  the  proportion  of  single- 
adult  families  with  children  in  Federal  housing  programs  has 
taken  place  primarily  in  programs  other  than  public  housing.  Per- 
haps because  it  is  the  oldest  of  the  programs,  public  housing  is  less 
reflective  of  population  shifts. 

Income  levels  among  public  housing  families  with  children  differ 
from  the  average  for  all  programs,  in  1981,  58  percent  of  these  fam- 
ilies had  incomes  below  30  percent  of  the  median,  as  opposed  to  53 
percent  for  all  programs,  87  percent  had  incomes  below  50  percent 


**  The  proportion  of  mwJian  nconie  measure  of  povert>  ii>  u^ed  here  due  to  data  limitations 
^information  usinc  provort>  thr»*shuld.s  iS  nut  available  over  time*  and  bc-cause  median  income 
mcasurtf.  are       tor  housmjj  av^»^tance  eli^nbUity  determinations 
See  footnote  number  42 
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of  the  median,  compared  to  83  percent  among  all  assisted  house- 
holds. Public  housing  families  are  poorer. 

SECTION  8  (EXISTING  HOUSING  OR  MODERATE  REHABILITATION) 

In  what  has  become  the  second  largest  Federal  housing  aid  pro- 
gram, "Section  8"  subsidies  for  those  in  existing  or  moderately  re- 
habilitated housing,  families  with  children  occupy  more  than  half 
the  units,  their  1981  share  was  53  percent,  some  one-fifth  larger 
than  that  among  all  assisted  units.  Moreover,  the  proportion  of 
single-adult  families  with  children  is  much  greater  than  among  all 
programs  (75  percent  versus  62  percent  in  1981)  or  any  other  single 
program.  This  portion  of  the  Section  8  effort  has  accounted  for  the 
bulk  of  the  shift  to  single-adult  families  with  children.  As  with 
public  housing.  Section  8  (existing  housing  and  moderate  rehabili- 
tation) beneficiaries  with  children  tend  to  be  poorer  than  the  norm 
for  all  programs.  61  percent  with  incomes  below  30  percent  of  the 
median,  and  90  percent  with  incomes  below  50  percent  of  the 
median. 

SECTION  8  I  NEW  CONSTRUCTION  OR  SUBSTANTIAL  REHABILITATION) 

The  third  largest  program.  Section  8  subsidies  for  those  in  newly 
constructed  or  substantially  rehabilitated  housing,  has  the  smallest 
proportion  of  families  with  children,  23  percent  in  1981.  Its  benefi- 
ciaries also  appear  to  be  noticeably  less  poor  than  those  with  chil- 
dren in  other  assisted  units.  In  1981,  46  percent  had  incomes  below 
30  percent  of  the  median.  However,  this  program  includes  a  large 
proportion  of  single-adult  families  among  those  with  children  that 
it  serves,  72  percent  in  1981. 


Section  236  payments  are  made  to  landlords  to  bring  down  inter- 
est costs  in  housing  serving  the  low  income  population.  Of  those 
Section  236  units  that  did  not  also  receive  a  rent  supplement  (see 
next  program)  in  1981,  42  percent  were  occupied  by  families  with 
children,  compared  with  54  percent  in  1974.  Thus,  the  proportion 
has  declined  significantly  more  in  this  program  than  in  others.  The 
share  of  its  units  occupied  by  single-adult  households  rose  from  41 
percent  in  1974  to  55  percent  in  1981,  still  below  the  five  program 
average.  Families  who  receive  only  Section  236  subsidies  tend  to  be 
less  poor  than  those  in  the  other  programs.  In  1981,  only  20  per- 
cent had  income  below  30  percent  of  the  median  and  59  percent 
had  income  below  50  percent  of  the  median.  This  is  probably  be- 
cause poorer  Section  236  tenants  would  also  receive  a  rent  supple- 
ment and  are  discussed  under  that  program  rr^ther  than  here. 


Rent  bupplementi>  are  paid  for  lower  income  renter  households  in 
addition  to  othei  subsidies  for  landlords  (for  example.  Section  236 
subsidies).  The  proportion  of  families  with  children  receiving  rent 
supplements  has  declined  over  the  1970s,  from  54  percent  in  1974 
to  49  percent  in  1981,  but  remains  somewhat  higher  than  the  42 
percent  rate  among  all  program  recipients.  These  families  tend  to 


SECTION  236  PAYMENTS 
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be  poorer  than  the  norm.  In  1981,  65  and  93  percent  had  income 
below  30  and  50  percent  of  the  median,  respectively.  Also,  almost 
two-thirds  of  them  (64  percent)  are  single-adult  families. 

Differences  by  Income 

The  degree  to  which  families  with  children  are  present  in  the  as- 
sisted housing  universe  varies  by  income  clasb.  If  poverty  status  is 
judged  by  a  median  income  measure,  they  tend  to  make  up  less  of 
a  proportion  of  assisted  housing  units  among  ''poorer"  households 
than  among  higher  income  households,  and  to  be  less  "poor''  than 
other  assisted  households. 

The  definition  of  low  income  used  in  housing  programs  is  keyed 
to  median  family  income  adjusted  for  family  size.  Using  this  meas- 
ure, recent  analysis  indicates  that,  for  assisted  households  with  in- 
comes below  30  percent  of  the  median,  families  with  children  made 
up  only  about  38  percent  of  the  assisted  units  in  1981,  but  some- 
what larger  proportions  for  households  with  incomes  above  30  per- 
cent of  the  median  (up  to  42  percent  among  assisted  households  of 
all  income  levels).  It  also  indicates  that  assisted  households  with 
children  are  less  "poor"  than  adult-only  households.  Of  assisted 
households  with  children,  58  percent  had  1981  incomes  below  30 
percent  of  the  are?  iii:?dian,  compared  with  62  percent  of  adult-only 
households. 

However,  a  dif  erent  picture  of  the  relative,  poverty  of  assisted 
families  with  children  emerges  when  poverty  status  is  judged  by 
the  Census  Bureau  poverty  thresholds.'*^  In  1981,  and  similarly  in 
1982,  this  measure  indicated  that,  households  with  children  made 
up  56  percent  of  the  total  number  of  poor  households  assisted,  al- 
though they  were  only  49  percent  of  the  total  number  of  all  house- 
holds assisted.  Moreover,  they  tended  to  be  poorer  than  assisted 
households  without  children.  Their  1982  poverty  rate  was  60  per- 
cent, compared  to  45  percent  for  households  without  children. 

Share  of  Poor  Families  Aided 

The  five  existing  Federal  housing  aid  programs  considered  in  this 
chapter  provide  assistance  to  about  1.2  million  iinits  having  fami- 
lies with  children.  About  83  percent  of  these  units,  1  million,  con- 
tain families  with  incomes  below  50  percent  of  the  median  income, 
families  classified  by  HUD  as  very  low  income.  This  is  up  substan- 
tially from^  the  680,000  units  with  children  assisted  in  1974,  512,000 
of  which  (75  percent)  were  families  with  incomes  below  50  percent 
of  the  median  income.  The  total  number  aided  rose  74  percent  from 
1974  to  1981,  the  number  of  very  poor  families  aided  rose  by  96  per- 
cent. 

"Need"  for  housing  assistance  can  be  measured  in  various  ways, 
households  with  incomes  below  the  most  commonly  used  housing 
aid  income  test,  50  percent  of  the  area  median  income,  households 
with  incomes  below  Federal  poverty  thresholds,  and  households 
with  incomes  falling  below  either  of  these  income  standards  who 
are  in  phjsically  inadequate  or  crowded  hou&ing,  or  whose  housing 
cost  exceeds  30  to  40  percent  of  income.  Tables  6-33  and  6-34 


From  Bureau  of  the  Cen^uy  hurvey,-!  of  non-ca^h  K*nofil  receipt 
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present  1981  data  on  the  share  of  'Very  low  income"  households 
and  officially  '*poor*'  households,  respectively,  that  were  aided  by 
housing  programs  in  1981.  The  former  table  uses  the  HUD  measure 
(50  percent  of  area  median  income),  the  latter  the  poverty  thresh- 
old.-*^ 

Although  the  two  measures  of  poverty  status  in  these  tables  are 
different,  they  yield  \ery  similar  results.  Federal  housing  assist- 
ance programs  in  1981  served  about  one-sixth  of  total  households 
(Owners  and  renters)  with  children  judged  needy  by  either  measure, 
income  below  50  percent  of  the  area  median  or  income  below  the 
Federal  povert>  threshold.  Moreover,  they  served  almost  one-fourth 
of  "need>**  renter  households  with  children,  whichever  yardstick  is 
used. 

Table  6-33  shows  that  there  were  6.5  million  'Very-low-income" 
households  with  children  in  1981  (using  the  HUD  measure),  of 
which  4.1  million  were  renters.  Table  6-34  shows  that  there  were 
5.4  million  officially  poor  households  with  children,  of  which  3.4 
million  were  renters.  The  five  Federal  programs  covered  in  this 
report  aided  1  million  of  the  ver^-low  income  households  (15.5  per- 
cent of  all  such  households,  24.4  percent  of  the  renters).  The  same 
programs  aided  0.8  million  of  the  officially  poor  households  (15.6 
percent  of  all  such  households,  24.5  percent  of  the  renters).  The 
1981  share  of  officially  poor  households  aided  (15.6  percent)  com- 
pares with  a  share  of  14.6  percent  in  1977,  when  subsidies  went  to 
600,000  poor  households  with  children  out  of  a  total  of  4.1  million 
such  households. 

The  tables  indicate  that  31  percent  of  the  ver>  low-income  house- 
holds with  children  (and  36  percent  of  those  officially  poor)  were  in 
physically  inadequate  or  crowded  housing  in  1981.  Similarly,  43 
percent  of  the  very-low  income  households  (and  42  percent  of  those 
officially  poor)  had  housing  costs  above  30- 40  percent  of  their 
income. 

TABLE  6-33,-SHARE  Of  "VERY  LOW  INCOME '  HOUSEHOLDS  WITH  CHILDREN  AIDED  BY 
MAJOR  HOUSING  PROGRAMS:  1981 

(Income  belOiw  50  percent  of  area  median)  > 


Total        Renters  Owners 


Households  with  children,  below  50  percent  of  median 

income....   6,475,000  4,109,000  2,366,000 

Those  who  also: 

Live  in  physically  inadequate  or  crowded  housing..  1,976,000  1,460,000  516,000 

Have  a  heavy  cost  burden   2,767,000  J, 890,000_„  877,000 

Total   4,743,000  3,350,000  1,393,000 

Assisted  units,  households  with  children  having  in- 
comes below  50  percent  of  median  income   1,001,000  

Percentage  share  of  the  total  with  income  below  50 

percent  of  median  income.........                        15.5  24.4  


Unpublished  data  provided  b>  the  Department  uf  Houssinfi  <*nd  Urban  Development 
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TABLE  6*33  -SHARE  Of  "VERY  LOW  INCOME"  HOUSEHOLDS  WITH  CHILDREN  AIDED  BY 
MAJOR  HOUSING  PROGRAMS:  1981 -Continued 

(Income  below  50  percent  of  area  median) ' 


  Total        Renters  Owners 

Percentage  share  of  those  who  live  in  phsycially 
inadequate  or  crowded  housing,  or  have  a  heavy 
cost  burden   211  29.9 

*  Source  Unpublished  data  supplied  by  the  Department  of  Housing  and  Urban  Development 

TABLE  6-34  -SHARE  OF  POOR  HOUSEHOLDS  WITH  CHILDREN  AIDED  BY  MAJOR  HOUSING 

PROGRAMS:  1981 

(Income  be'ow  the  official  poverty  threshold) » 

 Total        Renters  Owners 

Households  with  children,  below  poverty  thresholds       5,375,000  3.432,000  1  943  000 

Those  who  also: 

Live  in  physically  inadequate  or  crowded  housing..  1,916,000  1,396,000  520  000 

Have  a  heavy  cost  burden                      2,261,000  1,522,000  739|000 

,  .,,Io'3'"-"v:  :v"  — -   4,177,000  2,918~000  1,259,000 

Assisted  households,  with  children,  below  poverty   840,000 .  ... 

Percentage  share  of  the  total  below  poverty  threshold ...  156  24  5 
Percentage  share  of  those  who  live  in  physically 
inadequate  or  crowded  housing  or  have  a  heavy 

cost  burden   20.1  28.8  

»  Source  Unpublished  data  supplied  by  the  Department  of  Housing  and  Urban  Development 


9.  Conclusion 

Cash  spending  for  poor  children  decreased  in  real  terms  from 

1973  to  1983,  both  in  the  aggregate  and  per  child.  However,  spend- 
ing for  major  non-cash  benefits,  which  are  not  treated  as  income  by 
official  poverty  statistics,  rose  sharply,  increasing  aid  available  per 
poor  child.  (Table  6-35.) 

Declines  in  cash  outlays  were  19  percent  for  social  security  and 
15  percent  for  AFDC.  The  increase  for  Medicaid  was  53  percent.  In- 
creases for  food  stamps  and  subsidized  housing  (measured  from 

1974  rather  than  1973)  were  much  higher,  147  percent  and  400  per- 
cent, respectively.  During  the  decade  the  number  of  children  in 
market  income  poverty  rose  by  30  percent,  after  cash  transfers,  the 
number  of  poor  was  up  by  34  percent. 

As  was  noted  in  Chapter  II,  the  non-cash  benefits,  when  treated 
as  income,  did  less  to  reduce  poverty  rates  of  children  in  1983  than 
they  had  in  1979.  (The  Census  Bureau  has  not  calculated  poverty 
rates  that  take  into  account  non-cash  benefits  for  years  earlier 
than  1979.) 
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TABLE  6-35.-SPENDNG  FOR  CHILDREN  AND  THEIR  FAMILIES.  1973  AND  1983 


(Millions  of  1983  dollais) 


Fiscal  year 
1973  (unless 
noted  3S  1974) 

Fiscal  year 
1983 

Percent  cliange 

  $13.0 

  16.2 

  2  38 

  5.9 

  2 .8 

$10.5 
13.8 
9.4 
9.0 
4.0 

-19 
-15 

+  147 
+  53 

+  400 

  39.7 

46.7 

+  18 

*  Benefits  for  households  with  children 
2  1974 


The  share  of  poor  children  served  by  AFDC  and  food  stamps  de- 
clined. The  number  of  AFDC  children  per  100  pre-welfare  poor  chil- 
dren decreased  from  73  to  oO  during  the  decade.  The  share  of  poor 
children  who  received  food  btamps  in  a  survey  month  declined  from 
76  percent  in  1978  to  69  percent  in  1982.  However,  the  share  of 
poor  children  covered  by  Medicaid  was  unchanged  from  1979  to 
1983,  at  about  one-half,  and  the  share  of  poor  households  with  chil- 
dren that  received  subsidized  housing  increased  from  14.6  percent 
in  1977  to  15.6  percent  in  1981. 

In  recent  years  both  the  food  stamp  program  and  Medicaid  have 
concentrated  more  of  their  benefits  on  very  poor  children,  those 
with  income  below  50  percent  of  the  poverty  threshold. 
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CHAPTER  VIL  SUMMARY 

This  study  analyzed  income  data  on  2.5  million  persons  to 
answer  basic  questions  about  children  in  poverty.  What  children 
are  poor?  How  poor?  To  what  extent  are  they  helped  by  social  in- 
surance payments?  By  cash  welfare?  How  has  the  condition  of  poor 
children  changed  over  the  last  quarter  century? 

To  carry  out  the  study,  CHS  used  Census  Bureau  income  data  for 
the  years  1968  through  1983.  The  data  file  that  CRS  amassed  pro- 
vides more  information  about  the  economic  status  of  children,  in 
more  detail,  than  had  been  brought  together  before.  And  because 
consistent  definitions  were  applied  to  the  data,  to  compensate  for 
changes  in  survey  terms  used  over  the  years,  the  data  series  was 
more  reliable. 

Using  the  child  as  the  unit  of  analysis,  the  study  undertook 
many  tasks:  they  included: 
—Determining  the  poverty  status  of  children  before  and  after 

social  insurance  benefits,  and  before  and  after  cash  welfare 

benefits. 

—Calculating  the  poverty  income  deficit  of  children  year  by  year 

—Exploring  changes  in  family  composition  and  their  impact  on 
children  s  poverty. 
,  The  study  used  1982-1983  Census  Bureau  income  data  to  explore 
in  detail  the  earnings  of  fathers  and  mothers  in  married-couple 
lamilies  and  of  mothers  raising  children  alone,  and  to  relate  their 
earnings  to  many  factors,  including  age,  completion  of  high  school, 
size  of  family,  and  race. 

It  examined  the  extent  to  which  the  poverty  of  families  with  chil- 
dren has  been  affected  by  a  general  rise  in  the  proportion  of  per- 
sons with  low  earnings  over  the  years. 

The  study  has  confirmed  many  previous  understandings  about 
child  poverty,  yielded  some  new  insights,  and  identified  several 
areas  that  need  further  examination. 

Confirmations 

The  study  confirmed  that  child  poverty  is  a  persistent  problem, 
especially  for  blacks  and  Hispanics.  Although  the  gap  in  incidence 
of  poverty  has  narrowed  between  blacks  and  whites  over  the  last 
quarter  century,  a  black  child  still  is  almost  three  times  as  likely 
to  be  poor  as  a  white  one.  Whether  a  child  is  likely  to  be  poor  de- 
pends not  only  on  race,  but  also  on  the  marital  status  of  his 
niother,  the  presence  of  his  father,  size  of  family,  age  of  parent, 
education  of  parent,  among  other  factors. 

It  confirmed  that  recessions  tend  to  increase  poverty  rates  of 
children  in  male-present  families  more  than  those  of  children  who 
live  with  their  mother  only.  Hence,  poverty  rates  of  children  in 
intact  families  are  more  subject  to  fluctuations.  These  shifts  great- 
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ly  influence  overall  child  povert>  rateb,  inabmuch  a&  80  percent  of 
children  live  in  such  families. 

It  confirmed  that  major  non-cash  benefits  did  less  to  alleviate 
poverty  in  1983  than  in  1979.  Thus,  ignoring  non-cash  benefits  un- 
derstates the  deterioration  of  the  economic  status  of  children  in 
recent  years. 


The  study  brought  several  new  insights.  They  include: 

Never-married  mothers  present  the  most  severe  child  poverty 
problem  (three  out  of  four  children  of  such  mothers  are  poor),  and 
their  ranks  are  growing.  In  1980  almost  one-fifth  of  births  were  to 
unwed  mothers,  48  percent  of  black  births,  and  11  percent  of  white 
births.  If  the  incidence  of  never  marriet  mothers  had  not  increased 
from  1969  to  1979,  it  is  estimated  that  tne  overall  poverty  rate  (and 
that  for  all  persons  in  female-headed  families  with  children^  might 
have  been  5  percent  lower  in  1979. 

More  than  one-sixth  of  the  poor  children  in  1983  were  in  families 
with  at  least  one  full  time,  year  round  job.  These  poor  children 
numbered  more  than  2.5  million.  Their  existence  belies  the  wide- 
spread view  that  a  full  time  job  throughout  the  year  is  near-insur- 
ance against  poverty.  Among  children  with  only  one  full-time 
working  parent,  the  poverty  rate  was  about  10-12  percent,  depend- 
ing on  family  type.  Further,  one-fourth  of  the  children  in  married- 
couple  families  would  have  been  poor  if  their  only  income  were 
their  fathers*  earnings.  When  poor  families  do  earn  their  way  out 
of  poverty,  secondary  workers  often  play  a  crucial  role,  accounting 
for  one-third  to  one-half  of  the  extra  income  that  lifts  children 
across  the  poverty  threshold. 

Even  if  he  has  two  working  parents,  a  black  child  is  at  an  eco- 
nomic disadvantage.  Such  a  child  is  more  likely  to  be  poor  than  a 
white  child  with  only  one  working  parent  (his  father). 

Market  income  poverty  rates  of  children  climbed  40  percent  from 
1973  to  1983.  Instead  of  rising  to  fill  the  earnings  gap.  Government 
transfer  payments  to  children  poor  without  such  aid  declined  by 
six  percent  in  real  terms. 

A  smaller  share  of  the  population  of  poor  children  is  receiving 
food  stamps  and  AFDC,  but  the  share  aided  by  subsidized  housing 
has  increased  in  recent  years,  and  the  share  covered  by  Medicaid 
has  held  steady. 

Social  security  payments  for  children  and  their  parents  are  sub- 
stantially larger  than  Federal  payments  for  AFDC  benefits. 

The  capacity  of  economic  growth  to  reduce  the  incidence  of  child 
poverty  appears  to  have  been  diminished  by  growing  inequality  in 
the  distribution  of  family  income  relative  to  poverty  thresholds. 


The  study  identified  several  areas  that  are  not  fully  understood. 
Several  of  the  majur  questions  that  need  exploration  follow. 

Why  has  the  distribution  of  earnings  relative  to  poverty 
thresholds  become  increasingly  unequal  for  families  with  chil- 
dren? Is  a  polarization  occurring  between  high  and  low  earners 
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Questions  Remaining 
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(within  each  racial  and  sex  group)?  Why  has  there  been  a  gen- 
eral rise  in  the  proporUon  of  persons  with  low  earnings? 

Does  poverty  among  young  adults,  especially  among  high 
school  dropouts,  result  from  a  change  in  employers'  wi!'ingness 
to  hire  those  without  credentials,  oi  from  a  change  in  akills  re< 
quired  for  today's  jobs,  or  from  a  decline  in  motivation  and 
skills  of  the  young  people? 

What  is  the  status  of  the  one-half  million  poor  children  not 
in  related  families?  How  many  are  themselves  heads  of  fami- 
lies? 

Why  are  poverty  rates  of  children  in  two-parent  black  fami- 
lies double  (and  those  of  Hispanic  families  more  than  double) 
those  of  their  white  counterparts? 

To  what  extent  is  the  rise  in  black  female-headed  families 
due  to  low  job  demand  for,  or  changes  in  the  labor  supply  of, 
young  black  male  adults? 

Why  do  black  single  mothers  work  fewer  hours  than  white 
single  mothers,  and  black  married  mothers  work  more  hours 
than  white  married  mothers? 

What  is  the  relative  importance  of  the  various  factors  that 
influence  hours  worked  and  wages  earned  by  parents? 

What  is  the  impact  of  racial  discrimination  upon  earnings  of 
families  with  children? 
This  report  has  sought  to  improve  understanding  of  the  nature, 
incidence,  and  intensity  of  poverty  among  children  and  of  Govern- 
ment policies  that  affect  their  economic  well-being. 
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SUMMARY 


In  1983,  nearly  14  million  American  children,  or  more  than  one 
child  in  five,  lived  in  poverty  as  measured  b>  the  official  Bureau  of 
the  Census  definition.  These  children  constituted  nearly  40  percent 
of  all  poor  people,  and  they  and  the  adults  with  whom  they  lived 
represented  more  than  two-thirds  of  the  poverty  population.  Al- 
though these  figures  were  recorded  near  the  end  of  a  deep  reces- 
sion and  some  improvement  is  likely  because  of  the  subsequent  eco- 
nomic recovery,  the  poverty  rate  among  children  is  not  apt  to  drop 
very  sharply,  and  large  numbers  of  children  will  almost  certainly 
be  poor  for  some  years  to  come. 


An>  measure  of  poverty  is  necessarily  arbitrar>,  and  the  number 
of  people— including  children— who  are  deemed  to  be  poor  depends 
on  vfchat  yardstick  is  used.  Nonetheless,  such  measures  are  useful, 
both  as  guides  to  how  economic  hardship  is  distributed  within  the 
population  and  as  means  of  judging  progress  toward  alleviating  it. 
The  official  povert>  measure  was  established  two  decades  ago  and 
judged  each  member  of  a  famil>  to  be  poor  if  the  family  had  pretax 
cash  income  less  than  three  times  the  cost  of  a  nutritionally  ade- 
quate but  minimum  diet.  The  measure  remains  essentially  the 
same  today,  with  adjustments  r  ade  for  changes  in  the  cost  of 
living.  In  1983— the  most  recent  >  ^ar  for  which  comprehensive  data 
are  available  on  family  incomes— the  poverty  threshold  for  a 
family  of  three  was  roughly  $8,000.  For  other  families,  the  thresh- 
olds varied  from  about  $5,000  for  a  single  peison  to  just  over 
$20,000  for  families  of  nine  or  more. 

By  the  Census  measure,  22  percent  of  all  children  were  poor  in 
1983,  but  the  rate  varied  greatly  according  to  household  composi- 
tion, ethnicity  and  race,  and  where  the  children  lived.  ^  Of  all  chil- 
dren living  in  single-parent  households  headed  by  women,  55  per- 
cent were  poor— more  than  four  times  the  rate  for  children  in 
other  households.  In  the  same  year,  47  percent  of  all  black  children 
and  38  percent  of  all  Hispanic  children  were  poor  compared  with 
15  percent  of  all  nonminorit>  children.  Among  minority  children  in 
households  headed  b>  a  single  woman,  about  7  out  of  every  10  were 
poor.  Geographicall> ,  poverty  was  most  common  among  children 
who  lived  either  in  central  portions  of  metropolitan  areas  or  in 
nonmetropolitan  areas. 


'  AlU'-rnalivr  mied*.urej»  of  povt-rl.v  can  be  cynHUucted  b>  sp<.xif>in>i  differeni  poveitv  thresh- 
old**, and  b\  chan^m^  iht  defmiUun  of  incumt  available  u»  familii'x  The  iatu'r  could  be  broad- 
fned  U»  inciudi.  in  kind  beni'fiU  '.such  a^  fotxi  HUmip^  and  houMHK  .HuL>Mdies',  and  t<>  exclu(*e 
taxes  that  reduce  tht  rf^ouftifH  availabir  Im  p<<>  f«»T  gu'jdi*  and  M'r*ice>  Under  ii  combinatiunh 
of  .^uch  chan)^es  tunjiiidered  in  ihtj*  paper,  the  o\eraU  i.hildhi.Hxi  p'>verl>  faie  varu-d  from  2  per- 
centage points  less  than  the  official  rate  to  about  »^  percentage  points  more 


The  Pattern  of  Poverty  Among  Children 


EMC 


256 


The  Current  Federal  Role 


By  its  very  nature,  government  affects  the  well  being  of  all  citi- 
zens and  influences  how  many  of  them  are  poor.  Monetary  and 
fiscal  policies  affect  economic  growth  and  stability  and,  thus, 
among  other  things,  how  readil>  workers  can  find  jobs  and  the  pur 
chasing  power  of  the  money  they  earn.  The  taxes  collected  by  gov 
ernment  help  determine  how  much  income  is  available  to  meet 
consumption  needs.  Moreover,  an  drra>  of  laws  and  regulations  in 
fluences  the  operation  of  labor  markets  and  other  aspects  of  the 
economy. 

In  addition,  governments  at  all  levels  provide  a  wide  range  of  as- 
sistance intended  to  help  people  who  remain  in  or  near  poverty.  A 
number  of  cash  and  in  kind  assistance  prograrns— plus  a  tax  credit 
for  some  families  with  low  earnings— help  low  income  families  with 
children  meet  their  basic  needs.  Coverage  is  uneven,  however,  and 
average  benefits  var>  geographicall>,  sometimes  greatly.  Food 
Stamps— a  federally  financed  program  that  helps  families  afford  a 
minimally  adequate  diet— is  the  onl>  assistance  that  is  available  to 
essentially  all  families  in  or  near  poverty.  Aid  to  Families  with  De- 
pendent Children  (AFDC),  which  provides  cash  assistance,  and 
Medicaid,  which  finances  health  care  services,  are  shared  federal- 
state  responsibilities.  Aid  under  these  programs  is  available  to 
most  children  living  in  single-parent  families  with  incomes  less 
than  state-established  income-eligibilit>  limits,  which  are  generally 
well  below  the  povert>  thresholds.  States  also  determine  whether 
assistance  is  provided  to  children  living  in  two-parent  families. 
This  core  of  assistance  is  supplemented  b^  subsidized  housing  pro- 
grams, which  reduce  shelter  costs  for  some  low  income  families 
with  children,  the  Earned  Income  Tax  Credit  (EITC),  which  reduces 
the  tax  liability,  or  provides  cash  payments,  for  low  income  fami 
lies  with  children  and  low  earnings,  and  school  based  meal  pro- 
grams that  subsidize  breakfasts  and  lunches  for  low  income  chil 
dren  whose  schools  choose  to  participate. 

Complementing  this  direct  assistance  system  are  subsidies  for 
employment  and  training  intended  to  help  the  parents  of  poor  chil- 
dren work  their  way  out  of  poverty  as  well  as  funding  for  a  broad 
range  of  social  services  and  education  programs  intended  to  alleyi 
ate  some  of  the  adverse  consequences  of  poverty  and  reduce  the  in- 
cidence of  poverty  in  the  future,  Mos^  of  this  aid  is  available 
through  annually  appropriated  programs  that  serve  only  a  small 
share  of  those  who  are  eligible. 


Because  economic  growth  provides  increased  employment  oppor 
tunities  and  higher  incomes,  the  performance  of  the  econom>  has  a 
major  impact  on  the  extent  of  poverty.  While  there  is  a  clear  gov- 
ernment role  in  promoting  economic  growth,  the  scope  of  this 

?aper  is  limited  to  more  direct  measures  for  helping  poor  children, 
he  fundamental  role  of  a  strong  economy  must  be  kept  in  mind, 
however,  since  high  employment  is  a  neces&ary  condition  for  the 
success  of  several  of  the  options  considered  in  this  paper. 

Options  for  altering  current  federal  efforts  that  help  to  reduce 
poverty  among  children,  or  its  effects  on  them,  are  as  varied  as 
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views  regarding  the  dynamics  of  poverty  and  the  appropriate  role 
for  government.  Some  alternatives  would  comprehensively  restruc- 
ture the  current  welfare  system.  These  range  from  proposals  to 
have  the  federal  government  assume  full  responsibility  for  provid- 
ing a  minimum  income  floor  for  all  families  with  children,  to  pro- 
posals that  would  greatly  scale  back  the  current  public  assistance 
system  in  order  to  increase  incentives  for  low-income  people  to 
take  responsibility  for  improving  their  own  well-being.  Also,  sever- 
al proposals  to  substantially  restructure  the  federal  income  tax 
system  include  provisions  that  would  reduce  or  eliminate  the 
income  taxes  paid  by  poor  families. 

While  debate  about  comprehensive  alternatives  continues,  discus- 
sions in  the  Congress  each  year  tend  to  be  dominated  by  specific 
proposals  to  modify  existing  policies.  These  more  incremental  op- 
tions also  vary  greatly,  however,  reflecting  different  policy  objec- 
tives, and  some  would  involve  fairly  substantial  modifications  to 
current  policies.  This  paper  examines  more  than  40  such  options. 

In  considering  any  options,  two  fundamental  issues  must  be  ad- 
dressed. First,  how  effective  would  a  particular  approach  be?  Wher- 
ever possible,  this  paper  provides  eviaence  about  the  impacts  of  ex- 
isting federal  efforts  and  about  the  likely  effects  of  specific  changes 
in  them  or  new  approaches. 

Even  if  there  is  general  agreement  that  a  particular  approach  is 
effective,  however,  a  second  issue  arises.  Large  projected  federal 
budget  deficits  mean  that  difficult  trade-offs  must  be  made.  Most 
proposals  to  modify  current  policies  would  require  additional  out- 
lays or  would  reduce  revenues.  Consequently,  other  demands  on 
the  government  and  limited  tax  revenues  conflict  with  the  desire 
to  aid  poor  children.  As  the  Congress  works  to  reduce  deficits, 
choices  among  these  competing  factors  are  particularly  difficult. 

INCREASE  RESOURCES  THROUGH  DIRECT  ASSISTANCE 

One  set  of  options  would  increase  resources  provided  by  the  gov- 
ernment—either by  increasing  benefits  to  families  that  are  already 
eligible  for  assistance,  or  by  expanding  eligibility  to  reduce  dispari- 
ties that  now  exist  in  the  treatment  of  similar  types  of  families. 
Both  approaches  would  improve  the  living  standards  of  some  low- 
income  families  with  children,  but  they  could  also  reduce  incen- 
tives for  low-income  families  to  make  their  own  efforts  to  escape 
poverty. 

Increase  benefit  levels 

One  option  for  increasing  the  incomes  of  low-income  families 
with  children  would  be  to  require  that  all  states  set  minimum 
AFDC  benefits  at  a  level  sufficient  to  assure  that  any  assisted 
family  would  have  cash  income  plus  food  stamps  equal  to  at  least 
65  percent  of  the  federal  poverty  guidelines.^  If  such  a  minimum 
were  enacted  to  take  effect  in  1986,  a  family  of  three  with  no  other 
income  would  receive  an  AFDC  benefit  of  $396  per  month,  plus 
$132  in  food  stamps. 


*That  le\el  woM  h*.  H^mtwhat  lowti.  fui  tsamok.  than  Ihe  benefit  Iv^fi  asaHabie  throuj^h 
the  SuppI*  irn  nlal  StN.urit.v  Iruume  pro-am.  whtvh  i^^rve?.  tuw-mtome  i-lderlv.  biind.  and  div 
abled  p<*opI»' 
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This  option  would  raise  AFDC  benefits  for  some  or  all  current 
recipients  in  41  states.  About  2.2  million  families  currently  partici- 
pating (that  is,  three-fifths  of  the  total)  would  receive  net  increases 
averaging  about  $75  per  month  in  the  combined  value  of  their 
AFDC  and  food  stamp  benefits,  in  addition,  an  estimated  190,000 
additional  families  would  join  the  AFDC  program.  Such  a  change 
would  have  a  net  cost  of  about  $2.7  billion  in  1986--about  evenly 
divided  between  the  federal  government  and  the  states.  Raising 
benefits  could  increast?  work  disincentives,  however,  especiall>  for 
people  with  low  potential  earnings  and  those  in  areas  where  wages 
are  generally  low. 

Another  option  would  be  to  increase  the  maximum  food  stamp 
allotment  for  families  with  children.  Raising  their  maximum  allot- 
ment to  110  percent  of  tht;  level  provided  under  current  law  would 
increase  average  monthly  benefits  for  4.2  n:>illion  households  from 
$173  to  $198,  at  an  annual  cost  to  the  federal  government  of  about 
$1.2  billion.  This  increase  would  enable  affected  families  to  pur- 
chase additional  food,  but  some  critics  contend  that  current  allot- 
ments are  sufficient  to  fulfill  nutritional  needs.  Others  argue  that 
recipients  would  be  better  off  receiving  cash,  which  could  be  used 
to  purchase  what  they  felt  best  met  their  needs. 

Reduce  disparities  in  coverage 

Other  options  would  reduce  disparities  in  coverage  under  current 
programs  hy  extending  eligibilit>  to  families  that  are  not  currently 
served  in  some  states.  One  alternative  would  be  to  mandate  cover- 
age in  the  AFDC  program  for  poor  two-parent  families  regardless 
of  their  employment  status.  Mandating  coverage  for  all  low  income, 
two-parent  families— a  group  that  is  entirel>  excluded  in  about  half 
the  states  and  partially  excluded  in  the  others— would  add  an  esti- 
mated 450,000  families  to  the  AFDC  rolls  at  a  total  federal  and 
state  cost  in  1986  of  about  $1.5  billion.  Such  a  change  could  reduce 
incentives  for  some  low  income  recipients  to  work,  but  it  would  also 
eliminate  one  incentive  that  families  have  to  break  up. 

Another  alternative  would  be  to  require  states  to  provide  Medic- 
aid coverage  to  all  low-income  children  and  pregnant  women,  re- 
gardless of  the  type  of  family  in  which  they  live.  Mandating  Medic 
aid  coverage  for  all  children  and  pregnant  women  in  families  with 
mcomes  below  65  percent  of  the  federal  povert>  guidelines,  for  ex 
ample,  would  serve  700,000  additional  children  and  100,000  addi 
tional  pregnant  women.  Although  this  option  would  reduce  dispari 
ties  in  the  access  of  low  income  children  and  pregnant  women  to 
health  care  without  expanding  eligibility  for  cash  assistance,  it 
would  also  raise  annual  costs  by  roughly  $0.7  billion,  divided  about 
evenly  between  the  federal  government  and  the  states. 


Another  strategy  for  aiding  poor  children  would  be  to  help  their 
parents  or  guardians  achieve  economic  independence.  This  ap- 
proach could  involve  raising  work  incentives  or  work  requirements 
in  current  transfer  programs,  increasing  employers'  willingness  to 
hire  parents  of  poor  children,  either  hy  raising  parents'  skills  or  by 
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lowering  the  cost  of  employing  them,  or  expanding  access  to  child 
care. 

Increase  work  incentives  or  work  requirements  in  current  transfer 
programs 

Numerous  changes  could  be  made  in  the  rules  governing  public 
assistance  programs  to  encourage  parents  to  work  more.  The  feder- 
al government  could,  for  example,  raise  permissible  deductions 
from  income  under  the  AFDC  and  Food  Stamp  programs,  this 
change  would  lower  the  amount  by  which  benefits  are  reduced  for 
people  who  v/ork.  Specific  changes  could  include  allowing  larger  de- 
Suctions  to  cover  work  related  expenses,  raising  limits  on  deducti- 
ble child  care  costs,  or  disregarding  a  larger  fraction  of  earnings  in 
calculating  benefits.  A  combination  of  these  and  other  adjustments 
in  the  AFDC  program,  for  example,  would  increase  monthly  bene- 
fits by  an  average  of  $69  for  more  than  150,000  families  currently 
receiving  AFDC,  and  would  give  payments  averaging  $116  per 
month  to  190,000  new  participants.  The  annual  cost  would  be  about 
$0.5  billion.  While  this  option  would  reward  families  that  try  to 
help  themselves,  its  effect  on  work  effort  is  unclear. 

Another  option  would  be  to  require  that  all  adults  in  families  re- 
ceiving AFDC  benefits  perform  some  work  as  a  condition  of  receiv- 
ing benefit^?,  unless  they  are  exempted  for  reasons  such  as  disabil- 
ity or  the  responsibility  of  caring  for  a  young  child.  Currently, 
many  states  have  some  type  of  workfare  program  for  AFDC  recipi- 
ents, but  in  most  states  it  is  not  universal.  Mandatory  workfare 
would  increase  incentives  for  welfare  recipients  to  seek  jobs.  It 
might  also  provide  welfare  recipients  with  opportunities  to  increase 
their  skills  and  credentials  so  that  they  could  become  self-suffi- 
cient. Many  claims  about  the  value  of  workfare  are  in  dispute, 
however.  Reliable  information  on  its  effects  should  be  available 
shortly  when  evaluations  of  current  demonstration  programs  are 
completed. 

Increase  the  ability  of  low-income  parents  to  compete  for  jobs 

The  employment  prospects  of  low  income  parents  could  also  be 
improved  by  increasing  their  skills  or  by  increasing  the  demand  for 
the  skills  they  have.  One  option  for  raising  skill  levels  would  be  to 
increase  training  funds  under  the  Job  Training  Partnership  Act 
(JTPA).  For  example,  an  additional  $100  million  in  JTPA  funds 
earmarked  for  AFDC  recipients  could  provide  training  to  about 
50,000  more  people--an  increase  of  more  than  40  percent  in  the 
number  of  AFDC  recipients  who  now  receive  JTPA  training.  Based 
on  evaluations  of  an  earlier  program,  there  is  reason  to  anticipate 
that  JTPA  training  could  increase  the  future  earnings  of  welfare 
recipients,  especially  for  those  with  little  previous  work  experience. 
Opponents  argue,  however,  that  part  of  the  gain  in  earnings  was 
because  of  differences  in  motivation  between  participants  and  non- 
participants,  and  that  funding  increases  are  not  warranted. 

Another  approach  would  be  to  subsidize  the  wages  of  particular 
groups  of  workers  One  option  would  be  to  reauthorize  the  Target- 
ed Jobs  Tax  Credit  (TJTC),  which  provides  private  employers  who 
hire  members  of  certain  economically  disadvantaged  groups— in- 
cluding AFDC  recipients-  with  tax  credits  of  up  to  $3,000  for  the 
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first  year  of  employment  and  $1,500  fur  the  becond  year.  Extending 
the  credit,  which  is  due  to  expire  at  the  end  of  this  year,  and  limit- 
ing eligibility  to  AFDC  recipients  would  encourage  private  employ- 
ers to  hire  members  of  this  group.  On  the  other  hand,  employers 
might  receive  the  subsidy  for  hiring  workers  they  would  have  hired 
anyway. 

Alternatively,  more  jobs  for  low-wage  workers  might  be  available 
if  certain  regulations  and  laws  affecting  the  operation  of  labor  mar- 
kets were  relaxed  or  eliminated.  For  example,  the  Congress  could 
reduce  the  federal  minimum  wage,  Vi'hich  is  currently  set  at  $3.35 
per  hour.  While  this  action  would  probably  help  additional  mem- 
bers of  poor  families  with  children  to  find  jobs,  it  would  probably 
decrease  earnings  for  some  people  who  already  hold  minimum 
wage  jobs.  The  net  impact  this  option  would  have  on  poor  families 
with  children  is  not  known. 

Increase  access  to  child  care 

For  some  low-income  parents,  limited  access  to  affordable  child 
care  may  be  the  greatest  constraint  on  their  looking  for  jobs.  One 
approach  for  increasing  access  is  to  provide  incentive  grants  to 
states  or  nonprofit  organizations  to  expand  low-cost  child  care.  Al- 
ternatively, child  care  for  low-income  families  could  be  subsidized 
directly,  for  example,  through  a  set-aside  in  the  Social  Services 
Block  Grant.  In  addition,  the  dependent  care  tax  credit  could  be 
modified  to  make  it  more  valuable  to  low  income  families.  Consid- 
erable disagreement  exists,  however,  over  the  adequacy  of  child 
care  supply,  the  degree  to  which  a  lack  of  child  care  limits  labor 
force  participation,  and  the  role  the  federal  government  should 
play  in  this  area. 

ALLEVIATE  ADVERSE  EFFECTS  AND  HELP  PREVENT  FUTURE  POVERTY 

A  final  set  of  options  focuses  on  ways  to  alleviate  some  of  the  ad- 
verse effects  of  poverty  on  children,  or  to  help  prevent  poverty  in 
the  future. 

One  alternative  would  be  to  increase  funding  for  the  Supplemen- 
tal Food  Program  for  Women,  Infants,  and  Children  (WIC),  which 
provides  food  assistance  and  nutritional  screening  to  low-income 
pregnant  and  postpartum  women  and  their  infants,  as  well  as  to 
low-income  children  up  to  age  5.  Evaluations  of  the  WIC  program 
have  found  it  to  be  effective  in  reducing  the  incidence  of  low  birth- 
weight  among  infants— a  condition  that  is  linked  to  Increased  prob- 
ability  of  infant  mortality  and  a  wide  variety  of  birth  defects.  Pro- 
gram coverage  is  incomplete,  however.  Current  appropriations  are 
estimated  to  be  sufficient  to  serve  only  about  one-third  of  all 
income-eligible  women,  one  half  of  all  income-eligible  infants,  and 
one-fifth  of  all  income-eligible  children.  (While  data  on  the  number 
who  also  meet  the  "nutritional-risk**  eligibility  criterion  are  not 
available,  many  people  argue  that  a  high  proportion  of  this  group 
either  have  nutritional  deficiencies  or  have  inadequate  diets  that 
could  lead  to  such  deficiencies.)  Increasing  funding  for  WIC  by  $500 
million  from  the  1985  level  of  $1.5  billion  •^ould  provide  coverage 
for  about  1  million  additional  people,  expanding  coverage  to  about 
40  percent  of  those  who  are  eligible  based  on  their  incomes. 
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Making  WIC  an  entitlement  would  increase  costs  by  up  to  $3.8  bil- 
lion, depending  on  how  man>  people  participated.  Opponents  con* 
tend,  however,  that  those  who  are  most  in  need  are  already  served. 

Additional  assistance  could  also  be  provided  by  expanding  fund 
ing  for  the  Head  Start  program,  which  pays  for  a  wide  range  of 
services  for  low  income  children  and  their  families  through  a  pre- 
school day  care  program.  In  addition  to  safe  and  developmentally 
oriented  day  care,  the  program  provides  children  with  medical  and 
dental  services,  as  well  as  balanced  meals.  While  the  long-term 
educational  effects  of  the  national  Head  Start  program  remain  un- 
clear, some  preschool  intervention  programs  have  been  found  to 
lessen  substantially  the  odds  of  failure  in  school,  and  even  to  im- 
prove employment  experiences  after  high  school.  Opponents  ques- 
tion  whether  expanding  this  program  is  the  best  use  of  scarce  fed- 
eral resources,  however,  given  the  average  annual  cost  of  $2,400 
per  child  served. 

Because  teenage  pregnancy  contributes  substantially  to  child 
poverty  and  long  term  dependence  on  public  assistance,  another  ap- 
proach would  be  to  attempt  to  reduce  the  teenage  pregnancy  rate 
and  to  help  those  teenagers  who  become  pregnant.  One  option 
would  be  to  increase  funding  for  family  life  education  programs  or 
for  family  planning  information  and  services.  This  approach  could 
increase  teenagers*  knowledge  of  the  consequences  of  sexual  activi 
ty,  as  well  as  their  access  to  contraception.  There  is  great  contro- 
versy, however,  about  whether  it  is  appropriate  for  the  federal  g*^^ 
ernment  to  fund  such  assistance  or  whether  parents  should  be 
solely  responsible.  Pregnant  teenagers  could  also  be  given  informa- 
tion about  adoption.  In  addition,  comprehensive  services  could  be 
provided  to  those  teenage  mothers  who  choose  to  raise  their  chil- 
dren themselves,  by  assisting  them  to  remain  in  school  and  thereby 
improving  their  chances  of  achieving  economic  independence. 
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CHAPTER  I.  INTRODUCTION 


In  1983,  nearly  14  million  children,  or  more  than  one  out  of 
every  five,  lived  below  the  official  poverty  line/  This  was  the  high> 
est  poverty  rate  among  children  since  the  early  1960s.  As  of  1983, 
children  comprised  almost  40  percent  of  the  poor,  and  they  and  the 
adults  living  with  them— 24  million  people  in  all— made  up  more 
than  two-thirds  of  the  poverty  population. 

This  paper  examines  patterns  of  childhood  poverty  and  presents 
options  intended  either  to  reduce  poverty  among  children  or  to  al 
leviate  its  adverse  effects.  The  remainder  of  this  chapter  discusses 
how  poverty  is  measured,  recent  trends  and  current  patterns  of 
childhood  poverty  as  officially  measured,  and  the  effects  of  using 
alternative  definitions  of  poverty.  Subsequent  chapters  examine 
issues  that  arise  in  dealing  with  childhood  poverty,  federal  policies 
that  currently  address  the  poverty  of  children  and  their  families, 
and  options  for  altering  current  federal  efforts.^ 


Which  children,  and  how  many,  are  poor  depends  on  how  pover 
ty  is  measured.  By  the  official  Bureau  of  the  Census  yardstick,  22 
percent  of  all  children  were  poor  in  1983,  the  highest  poverty  rate 
in  two  decades.  Critics  argue  that  official  statistics  misstate  pover- 
ty, however,  contending  that  poverty  thresholds  are  set  at  the 
wrong  levels,  and  that  families'  incomes  are  not  measured  correct- 
ly. Nonetheless,  across  a  wide  range  of  alternative  measures,  pover- 
ty rates  for  children  differ  by  only  small  amounts.  Under  none  of 
the  measures  examined  here  does  the  magnitude  of  the  problem 
shrink  markedly. 


Measuring  poverty  entails  establishing  thresholds  that  specify 
the  amount  of  resources  assumed  to  be  required  to  achieve  a  mini 
mally  adequate  living  standard,  and  comparing  the  resources  avail- 
able to  each  family  with  the  appropriate  threshold  for  that  type  of 
family.  This  raises  two  measurement  issues: 

—At  what  level  should  the  thresholds  be  set? 


Children  aru  defined  all  individuals  under  the  ii^e  of  IH  CVinfire.ssiunal  BudgK  Office  Uib 
ulattons  ol  Census  (Current  Population  Surve><  data  include.  *fi  counts  of  children  a  Mnail 
numt)er  oi  individuals  under  the  aKe  of  1^  who  are  not  classified  aa  children  in  certain  Census 
tabulation's  Accordingh.  j>omt  published  Census  numbi-rs  ma>  difler  .l»»;htl>  from  correspond 
ing  numk'rs  appiMring  here  Mori»over,  in  this  paper,  the  W4,rds  "families"  ^nd  "households" 
generally  mean  families  and  hoUj*ehold<»  with  children 

'Considerably  more  detail!  on  historical  trends  in  povert.v  of  children  and  on  government  pro- 
grams IS  presented  in  a  companion  pajxr  prepared  b>  the  (\»iigrissiurial  R-'search  Si^rvice  and 
published  el^'where  in  this  document  Thai  pa|H*r  aKo  dlvav^t  ^  factors  associated  with  child 
hood  poverty 
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—What  resources  should  be  counted  in  assessing  whether  a 
family  falls  below  the  appropriate  threshold,  and  how  should 
those  resources  be  valued/ 

Any  poverty  threshold  is  necessarily  arbitrary,  reflecting  the 
views  of  those  who  establish  it  regarding  what  conytitutes  a  mini- 
mally adequate  standard  of  living.  One  broad  choice  is  whether  to 
set  absolute  standards  of  minimum  adequacy,  or  to  fix  thresholds 
relative  to  the  economic  position  of  the  average  citizen.  With  rela- 
tive thresholds,  the  poverty  line  would  float  up  or  down  with  the 
standard  of  living  in  the  broader  population,  while  an  absolute 
standard  would  fix  the  poverty  line  in  real  terms.  Even  absolute 
standards  are  defined  in  relation  to  the  norms  of  the  country  in- 
volved, however.  What  is  considered  a  minimally  adequate  stand- 
ard of  living  in  the  United  States,  for  example,  would  be  viewed  as 
very  generous  in  many  developing  countries. 

Deciding  what  resources  should  be  considered  in  judging  a  fami- 
ly s  well-being-and  how  those  resources  should  be  valued— in- 
volves choices  about  whether  cash  income  should  be  measured 
before  or  after  taxes  are  taken  out,  whether  in-kind  benefits  such 
as  health  insurance  or  housing  subsidies  should  be  included,  and 
whether  assets  should  be  taken  into  account.  Most  people  contend 
that  all  resources  that  are  available  to  meet  immediate  consump- 
tion needs,  whether  the  resources  are  in  cash  or  in  kind,  should  be 
counted  in  judging  whether  a  family  is  poor.  Much  less  agreement 
exists,  however,  about  what  should  be  done  with  taxes,  how  in-kind 
benefits  should  be  valued,  and  whether  assets  that  do  not  provide 
current  income— such  as  equity  in  homes— should  be  included  in 
measuring  a  family's  economic  status. 

THE  OFFICIAL  MEASURE  AND  TRENDS  IN  CHILDHOOD  POVERTY 

The  official  poverty  measure  used  in  the  United  States  was  es- 
tablished two  decades  ago.  It  judges  a  family— and  each  member  of 
the  family— to  be  poor  if  the  family  has  a  cash  income  (counted 
before  taxes  are  subtracted)  that  is  less  than  thresholds  originally 
set  at  three  times  the  cost  of  a  nutritionally  adequate  but  mini- 
mum diet  ^  Although  the  specific  poverty  thresholds—which  vary 
with  family  size  and  composition -are  ac^justed  annually  to  take 
account  of  increases  in  the  cost  of  living,  neither  ihe  manner  for 
setting  thresholds  nor  the  kinds  of  resources  that  are  compared 
with  those  thresholds  has  been  changed  since  the  measure  was  first 
established.-*  In  1983,  the  official  poverty  threshold  for  a  family  of 
four  was  roughly  $10,000.  For  other  families,  the  thresholds  varied 
from  about  $5,000  for  a  single  person  to  just  over  $20,000  for  fami- 
lies of  nine  or  more  people. 

During  the  past  25  years,  the  official  poverty  rate  among  chil- 
dren first  dropped  sharply  and  then  returned  nearly  to  its  previous 
levels  (see  Chart  1).^  Several  factors  appear  to  be  responsible  for 


The  factor  of  three  was  based  on  a  IDoo  surve>  of  cuiisanier  expenditures  that  indiCuU'd  that 
tamUies  of  three  or  more  spent  an  average  of  abiiul  one-third  uf  their  aftertax  invomes  on  lood 
These  two  issues  setting  thresholds  and  medhunng  resuurtes— are  the  maior  areas  oi  criti- 
^IS:"^    .^"f'  of^cial  poverty  definition  Further  discubsion  of  them  and  alternative  nieasuren  are 
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this  pattern,  including  economic  conditionb,  changes  in  household 
composition,  and  changes  in  federal  policies.  Although  the  poverty 
rate  among  children  is  likely  to  drop  somewhat  when  data  become 
available  for  1984  and  1985,  there  is  little  indication  that  it  will  fall 
to  the  level  of  the  late  1970s. 

Between  1959  and  1969  the  childhood  poverty  rate  fell  consistent- 
ly, from  approximately  26  percent  to  14  percent.  Furthermore,  the 
number  of  poor  children  dropped  by  about  6.5  million,  despite  a  9 
percent  growth  in  the  child  population.  Factors  that  may  iiLwe  con- 
tributed to  this  drop  in  poverty  include,  a  generally  strong  econo- 
my, with  declining  unemployment  and  relatively  low  inflation,  in- 
creased real  (that  is,  inflation-adjusted)  government  spending  on 
poor  children,  particularly  in  the  Aid  to  Families  with  Dependent 
Children  lAFDC)  program,  and  a  relatively  slow  rate  of  increase  in 
the  proportion  of  children  living  in  households  headed  by  single 
women— a  population  that  is  especially  likely  to  be  poor. 

The  decline  in  the  childhood  poverty  rate  stopped  in  1969.  Over 
the  course  of  the  following  decade  the  poverty  rate  among  children 
rose  slightly,  though  erratically,  to  roughly  16  percent  in  1979. 
Even  though  the  poverty  rate  fluctuated  with  economic  cycles,  its 
overall  increase  in  this  period  appears  to  be  primarily  related  to 
the  increased  proportion  of  children  living  in  households  headed  by 
single  women. 


Chart  1. 

Poverty  Rate  Among  Children,  Ages  0-17 
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Chikirtft  (unpublished,  0»^«mbej  3,  J 984),  for  further  details 


Between  1979  and  1983— the  most  recent  years  for  which  data 
are  available— the  child  poverty  rate  rose  sharply,  from  16  percent 
to  22  percent,  and  the  number  of  poor  children  rose  by  3.7  million 
to  13.8  million  (the  highest  number  of  poor  children  since  the  mid- 
1960  s).  This  increase  in  poverty  affected  children  in  all  household 
types,  of  all  ages,  and  of  all  racial  and  ethnic  groups.  The  growth 
in  poverty  rates  appears  to  have  been  the  result  of  the  rapid  infla- 


ERIC 


1  /  -« 

285 


265 


tion  of  1979-1980,  the  severe  back-to-back  rece&sionh  of  1980  and 
1981-1982,  and  the  reductionb  in  government  bpending  on  income- 
maintenance  programs.  The  relativel>  .small  shiftb  in  household 
composition  that  occurred  during  this  brief  period  did  not  contrib- 
ute significantly  to  the  increase  in  the  number  of  poor  children.'' 
Although  it  is  difficult  to  forecast  poverty  rates,  it  appears  that 
the  official  child  poverty  rate  is  likely  to  decline  as  data  covering 
the  current  economic  expansion  become  available.  While  the  extent 
of  any  further  decline  is  unknown,  several  factors  suggest  that  it  is 
unlikely  that  the  poverty  rate  will  return  to  its  pre-recession  (1979) 
level.  First,  if  the  unemployment  rate  follows  the  pattern  assumed 
in  the  most  recent  Congressional  Budget  Office  (CBO)  economic  as- 
sumptions, it  will  remain  above  its  1979  level  and  thus  impede  a 
drop  in  childhood  poverty.  Second,  the  growing  proportion  of  chil- 
dren who  live  in  households  headed  by  single  women  is  continuing 
to  contribute  to  a  slight  upward  drift  in  the  poverty  rate  that  is 
largely  independent  of  cyclical  changes  in  the  economy.  Finally, 
future  federal  budgetary  constraints  make  large  increases  in 
income-security  benefits  (which  would  reduce  poverty)  unlikely 
over  the  next  several  years.  On  the  other  hand,  if  the  recovery  is 
sufficiently  strong  and  sustained,  it  could  offset  these  factors. 
Nonetheless,  poverty  is  almost  certain  to  continue  to  be  common 
among  children  and  the  adults  who  take  care  of  them. 

CHARACTERISTICS  OF  POOR  CHILDREN 

Although  poverty  is  found  among  all  groups  of  children,  the  pov- 
erty rate  varies  somewhat  with  the  age  of  the  child,  and  varies 
greatly  with  household  composition,  ethnicity  and  race,  and  wheth- 
er the  children  are  living  in  inner  cities,  suburbs,  or  rural  areas. 
In  1983,  one  out  of  four  preschool  children  was  poor— ^slightly  more 
than  the  one -fifth  of  all  school-age  children  who  are  living  in  pover- 
ty. 

Poverty  is  much  more  common  among  children  in  households 
headed  by  single  women  than  among  two-parent  households."  In 
1983,  55  percent  of  the  children  living  in  households  headed  by 
single  women  were  poor— more  than  four  times  the  rate  for  chil- 
dren in  two'parent  households.  Children  from  households  headed 
by  single  women  constitute  almost  20  percent  of  the  entire  popula- 
tion of  children,  but  they  make  up  almost  half  of  all  poor  children. 

Minority  children  are  much  more  likely  to  be  poor  than  are  non- 
minority  children,  although  substantial  numbers  of  the  latter 
group  are  also  poor.  In  1983,  17  percent  of  all  black  children  and  38 
percent  of  all  Hispanic  children  were  poor,  compared  with  15  per- 


'Ovt-r  the  1%7  83  period,  the  oortiun  of  tht  pyvert>  population  compriMng  poor  children  plus 
adults  ih  hou^ehold.s  <Aiih  puoi  cntldren  ^tqv*  from  6r>  percent  Uj  70  percent,  Tne  increase  in  the 
fK>vert>  laU  of  these  group**  did  not  result  in  a  corresp<jndini;l>  large  increase  in  their  share  o< 
thv  po^t?rt>  Dopulution  because  of  the  offsetinc  decline  in  their  share  of  the  total  population 
Data  in  this  itectton  are  from  Department  of  Commerce,  Bureau  of  the  Census,  CharacteriS' 
tirs  of  the  Population  Below  the  Povertv  U  vcl  1983,  '  Current  Population  Report.^.  Consumer 
Income  Series  P-60,  No.  M7  (February  VM),  pp.  31-;i«  and  10-42. 

Mn  this  discussion,  families  with  two  parents  and  families  where  the  father  is  the  smcle 
parent  arc  combined  tntv  tht  "two- parent '  vate^orv,  because  datu  about  houbehuldn  headed  d> 
«ingk  men  are  availablt  foi  onb  a  t^mall  ^iimple  Although  ih<;  poverty  rate  of  these  households 
18  higher  than  that  of  two^ parent  households,  it  is  lower  than  that  of  households  headed  bv 
single  women 
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cent  of  all  nonminority  children.^  Minority  children  comprise  one- 
fourth  of  the  entire  child  population,  but  they  make  up  almost  half 
of  all  poor  children.  Poverty  rates  are  highest  among  minority  chil* 
dren  in  households  headed  by  single  women.  In  1983,  about  7  out  of 
every  10  minority  children  in  households  headed  by  single  women 
were  poor. 

Finally,  poverty  is  more  common  among  children  who  live  either 
in  central  portions  of  metropolitan  areas  or  in  nonmetropolitan 
areas.  In  1983,  31  percent  of  all  children  living  in  central  cities  of 
metropolitan  areas  and  24  percent  of  children  living  in  nonmetro- 
politan areas  were  poor,  compared  with  13  percent  of  children 
living  in  noncentral  (primarily  suburban)  portions  of  metropolitan 
areas.  More  than  three-fourths  of  all  poor  children  live  either  in 
central  cities  or  in  nonmetropolitan  areas  (39  percent  and  37  per- 
cent, respectively),  the  remaining  poor  children  live  in  noncentral 
portions  of  metropolitan  areas. 


An  unlimited  number  of  alternative  measures  could  be  used  to 
judge  the  incidence  and  distribution  of  poverty.  Proposed  alterna- 
tives—all of  which  imply  some  criticism  of  the  current  poverty 
measure— reflect  differing  judgments  regarding  what  constitutes 
the  minimum  acceptable  standard  of  living,  and  how  resources 
should  be  counted  in  determining  whether  a  family  can  attain  that 
standard.  The  remainder  of  this  section  briefly  describes  criticisms 
of  the  current  poverty  measure  and  examines  the  variation  in  the 
poverty  rate  of  children  across  several  alternatives.  As  noted  earli- 
er, the  number  of  poor  children  is  large,  regardless  of  what  meas- 
ure is  used.  (Appendix  J  elaborates  on  the  discussion  presented 
here.) 

Alternative  poverty  thresholds 

The  current  poverty  thresholds  have  been  criticized  on  several 
grounds.  Some  people  contend  that  the  way  the  thresholds  have 
been  adjusted  for  inflation  has  overstated  the  actual  increase  in 
the  cost  of  living  and.  thus,  has  resulted  in  higher  poverty  lines 
than  would  otherwise  have  been  set.  Others  take  issue  with  basing 
the  standard  of  minimum  adequacy  on  a  relationship  between 
income  and  food  expenditures  that  in  turn  is  based  on  a  survey 
that  IS  now  30  years  old.  They  argue  that  whatever  the  justification 
may  have  been  for  such  a  measure  when  i*  was  first  agreed  to, 
little  ground  exists  for  maintaining  that  same  multiple  today  Still 
others  argue  that  the  appropriate  measure  of  poverty  is  a  relative 
one  that  would  designate  as  poor  all  families  with  incomes  less 
than  some  fraction  of  the  national  median.  ^  , 

Continued  use  of  the  present  threshold -with  appropriate  infla- 
tion adjustments— would  maintain  consistency  in  the  way  in  which 


*U?nsub  publtcaltons  define  oii  Spantyh  Origin"  all  who  classify  themselves  as  such,  regard 
less  o!  race  Thus,  the  Census  racial  and  ethniv  categories  overlap.  Spanish  Origin  individuals 
ure  tdbuiaU'd  both  as  buch  and  as  either  white  or  black  In  this  discussion,  all  Persons  in  the 
Spanish  Origin  categorv  are  classified  as  Hispanic  and  are  not  counted  as  either  black  or  non 
minority  The  nonmmority  category  is  constructed  by  subtracting  all  Hispanics  from  the 
count  oJ  whites  and  thus  is  nearly  equivalent  to  nun  Hispanic  white,  since  almost  all  Hispan 
ICS  are  classified  as  white 
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poverty  is  measured,  so  that  data  would  be  comparable  over  time. 
On  the  other  hand,  if  the  poverty  thresholds  are  meant  to  repre- 
sent societal  standards  of  need,  it  might  be  appropriate  to  redefine 
them  periodically  Adopting  the  alternative  approach  of  establish- 
ing  the  poverty  thresholds  at  some  fraction  of  median  family  in- 
comes would  provide  information  on  the  shape  of  the  income  distri- 
bution and  how  that  distribution  is  changing  over  time. 

Alternative  income  measures 

Criticisms  of  how  income  is  measured  in  assessing  poverty  focus 
on  the  exclusion  from  income  of  non-cash  benefits  and  the  fact  that 
the  taxes  paid  by  low  income  families  are  not  subtracted  from 
income  in  judging  whether  a  family  has  adequate  resources  to  meet 
minimum  needs.  While  in  kind  income  and  taxes  were  relatively 
unimportant  for  low  income  families  when  the  poverty  measure 
was  first  established,  this  is  no  longer  true,  about  two-thirds  of  all 
meanS'tested  benefits  are  now  provided  in  kind,  and  roughly  one- 
third  of  poor  families  pa>  income  and  payroll  taxes  averaging  6 
percent  of  their  income.  Others  criticize  the  current  measure  for 
failing  to  take  account  of  assets  that  may  not  be  producing  income 
now,  but  that  could  be  '*spent  down"  to  meet  current  consumption 
needs. 

Changing  the  way  income  is  measured  might  or  might  not  call 
for  modifying  the  thresholds.  For  example,  measuring  income  after 
taxes  would  be  consistent  with  the  current  methodology  for  setting 
the  thresholds  (which  is  based  on  after-tax  concepts),  so  many 
argue  that  no  change  in  the  thresholds  would  be  needed.  In  con- 
trast, recalculating  the  thresholds  to  take  account  of  in-kind 
income  received  by  the  general  population  would  be  required  to 
maintain  consistency  with  an  income  measure  that  included  in- 
kind  benefits.  ^0  Some  argue,  however,  that  only  the  measure  of 
income  should  be  changed,  because  the  thresholds  represent  a  nec- 
essarily arbitrary  standard  against  which  to  judge  families*  well- 
being. 

Poverty  under  alternative  measures 

How  many  people  are  poor,  and  which  people  are  poor,  would 
vary  both  with  the  threshold  used  and  the  way  in  which  income  is 
measured.  Lowering  the  current  poverty  thresholds  would  reduce 
the  number  of  people  deemed  to  be  poor,  while  raising  the  thresh- 
olds would  increase  the  count.  Including  non-cash  benefits  in 
income  would  lower  the  estimate  of  the  size  of  the  poverty  popula- 
tion; subtracting  taxes  paid  would  have  the  opposite  effect. 

Under  11  alternatives  to  the  current  poverty  measure— altering 
both  the  poverty  thresholds  and  the  way  in  which  income  is  meas- 
ured—the proportion  of  all  children  who  would  have  been  judged 
to  be  poor  in  1982  (the  latest  year  for  which  complete  data  are 
available)  would  range  from  19.4  percent  to  27.7  percent,  compared 
with  21.9  percent  under  the  current  measure  (see  Table  1-1). "  The 


'**  Examples  of  such  in  kind  income  »ncludt  cuntributiyris  by  empluven*  for  health  and  hfe  in- 
surance and  for  private  penhionH 

"The  official  thresholds  and  thret  altcrnativt*s  are  u.sed  The  reindexed  threshold  uses  an 
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effect  of  changing  the  income  measure  would  depend  on  the  choice 
of  thresholds;  with  the  official  thresholds,  for  example,  including 
in-kind  benefits  and  excluding  personal  income  and  payroll  taxes 
would  cause  measured  poverty  to  decline— jto  20.7  percent  or  19.8 
percent,  depending  on  how  in-kind  income  is  valued— while  higher 
thresholds  would  yield  larger,  rather  than  smaller,  poverty  rates 
under  the  expanded  income  definition. 


TABLE  l-l.-POVERTY  RATES  OF  CHILDREN  UNDER  ALTERNATIVE  INCOME  DEFINITIONS 
AND  ALTERNATIVE  POVERTY  THRESHOLDS,  1982 


Poverty  threshoM  * 

Income  measure  ^ 

Cash  only 

Cash  p!us  irvKind 
beneuts  at  cash- 
equivalent  value, 
minus  taxes 

Cash  plus  in-kind 
benefits  at  t)ud^- 
share  value,  mtnus 
taxes 

Official  

3  21.9 

20.7 

19.8 

21.6 

20.3 

19.4 

24.9 

25.6 

25.2 

Relative  

26.4 

27.7 

27.3 

'  'Rejmteied"  thresholds  are  alxwt  I  percent  bekw  official  thresholds,  "New  Multiplier  thresholds  are  about 
13  percent  higher,  and  "Relative"  thresholds  arc  about  19  percent  higher.  See  footnote  11  above  and  Appendix 
J  for  further  discussion. 

2  See  footnote  11  above  and  Appendix  J  for  discussion  of  alternative  income  measures  and  ways  of  valuing 
in-kind  income. 

3  This  value  represents  the  current  Bureau  of  the  Census  poverty  measure. 

Source.  Congressional  Budget  Office  tabulations  of  March  1383  Current  Populabon  Survey  including  Bureau  of 
the  Census  imputatkms  of  the  value  of  the  in-kind  income  and  of  taxes. 

Using  the  various  thresholds  considered  here,  alternative  defini- 
tions of  income  would  also  present  different  pictures  of  the  distri- 
bution of  people  around  the  poverty  lines.  For  example,  using  the 
current  thresholds  and  either  of  two  procedures  for  valuing  in-kind 
benefits,  the  proportion  of  all  children  living  in  families  with  in- 
comes more  than  25  percent  below  the  poverty  lines  would  decline 
from  about  16  percent  to  between  10  percent  and  11  percent  (see 
Table  1-2).  This  result  would  occur  because  many  of  the  lowest- 
income  families  receive  one  or  more  in  kind  benefits  from  the  fed- 
eral government,  so  their  expanded  income  is  noticeably  higher 
than  their  cash  income.  On  the  other  hand,  under  the  same  meas- 
ures the  proportion  of  children  in  families  with  incomes  between 
100  percent  and  125  percent  of  the  poverty  lines  would  rise  from  6 


nai  threbhojds  fui  inflauon  amce  1965.  The  "new  multiplier"  threshold  recalculates  the  income^ 
to-food-expenditures  ratio,  based  on  more  recent  data  and  including  in-kind  income  and  con- 
sumption. Finally,  the  '  relative"  threshold  is  ict  at  50  percent  of  median  familv  income.  Of  the 
three  aitemativeft,  the  firet  *a  about  1  percent  lowei,  the  second  13  percent  higher,  and  the  last 
19  percent  higher  than  the  official  threshold  in  1982- 

Two  other  income  measures  are  used  -  m  addition  to  cash  only  -  to  take  account  of  the  v&IuC 
of  in-kind  benefit*  people  receive  and  the  federal  mcome  and  payrul!  taics  they  pay.  The  recipi 
ent/cash  equivalent  value  measure  tries  to  determine  how  much  redpienta  value  in-kind 
income,  whde  the  budcct-share  value  is  equal  Uj  the  smaller  of  the  market  value  of  the  in  kind 
mcome  and  the  noTmea  expenditure  on  the  particular  good  b>  families  at  the  poverty  level.  Both 
alternatives  subtract  federal  income  and  payroll  taxes  oaid.  ^ 

Sec  Appendix  J  for  furihti  discussioii  of  the  alterTjatlve  thresholds  and  methods  for  valuing 
in^kind  income. 
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percent  to  between  9  percent  and  10  percent-^reflecting  the  effect 
of  taxes  paid  by  the  near-poor. 

TABLE  1-2. -DISTRIBUTION  OF  CHILDREN  AROUND  THt  OFFICIAL  POVERTY  THRESHOLD  BY 

INCOME  MEASURES,  1982 

[In  percent  of  2ll  children] 

Income  measure  ^ 


Family  income  as  percentage  of  poverty 
threshold 

Gas.**  income  only 

Cash  p!us  in-kind 
t)8nents  at  cash- 
equivalent  value, 
minus  taxes 

Cash  plus  in-kind 
bmfi\s  at  budget- 
share  value,  minus 
taxes 

Less  than  75  percent  

16.1 

10.9 

10.1 

Between  75  percent  and  100  percent.... 

5.8 

9.8 

9.8 

Between  100  percent  and  125  percent .. 

6.0 

9.3 

9.8 

Total  (less  than  125  percent) .. 

27.9 

29.9 

29.6 

'  See  footnote  11  atxive  and  Appendix  i  !of  di^ssion  of  alternative  income  measures  and  ways  of  valuing 
in-kind  income. 


Source-  Congressional  Budget  Office. 


ERIC 


2M 


CHAPTER  II.  ISSUES  IN  ADDRESSING  POVERTY  AMONG 

CHILDREN 

Government  by  its  very  nature  affects  the  well-being  of  all  citi- 
zens and  influences  how  many  of  thera  are  poor.  Through  mone- 
tar>^  and  fiscal  policies  and  regulations,  government  affects  the  con- 
dition of  the  economy  and  thus,  among  other  things,  how  readily 
workers  can  find  jobs  and  how  stable  the  value  of  the  money  they 
earn  is.  Also,  the  taxes  collected  by  government  determine  how 
much  income  is  available  to  people  to  meet  consumption  needs.  In 
addition,  governments  at  all  levels  administer  a  wide  variety  of 
programs  intended  to  aid  people — both  individuals  and  families 
with  children— who  remain  in  or  near  poverty  even  during  periods 
of  economic  expansion  and  low  inflation. 

This  chapter  briefly  describes  the  issues  that  arise  in  deciding 
what  the  scope  should  be  of  direct  government  efforts  to  aid  low- 
income  families  with  children,  and  in  designing  specific  policies.^  It 
then  examines  the  current  federal  role.  The  chapter  concludes  with 
an  overview  of  options  for  altering  current  policies.  The  options 
themselves  are  discussed  in  Chapters  III  through  VI. 

The  Objectives  of  Government  Policy  and  Issues  in  Designing 

Aid 

Government  policies  that  deal  specifically  with  childhood  poverty 
are  intended  to  address  several  broad  objectives;  to  ensure  that 
some  minimum  level  of  resources  is  available  to  meet  the  basic 
needs  of  children  for  food,  shelter,  health  care,  and  other  necessi- 
ties, to  protect  children  from  some  of  the  adverse  effects  that  pov- 
erty may  have,  including  impairments  to  their  physical  and  mental 
development,  and  to  help  poor  families  achieve  economic  independ- 
ence. Underlying  these  policies  are  concerns  to  avoid  creating  in- 
centives for  families  to  break  up,  to  maintain  work  incentives  for 
those  who  are  able  to  work,  and  to  provide  aid  as  efficiently  as  pos- 
sible. MoLu  people  would  also  argue  that  government  efforts  should 
endeavor  to  treat  similar  people  similarly,  consistent  with  other 
policy  goals. 

While  considerable  consensus  exists  concerning  policy  objectives, 
there  is  much  less  agreement  regarding  the  scope  or  design  of  spe- 
cific  policies.  Four  broad  issues  arise  in  designing  antipoverty  ef- 
forts: 

What  should  be  the  scope  of  government's  responsibility? 

Who  should  be  helped? 

What  form  should  assistance  take? 

How  should  direct  aid  be  delivered? 
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WHAT  SHOULD  BE  GOVERNMENT'S  RESPONSIBILITY? 


Society  s  judgment  concerning  the  appropriate  division  of  respon- 
sibilities between  the  public  and  private  sectors  has  shifted  over 
time.  In  the  United  States  until  this  century,  private  charity  pro- 
vided a  large  fraction  of  aid  for  poor  people;  the  assistance  that 
came  from  the  public  sector  was  financed  almost  exclusively  by 
states  and  localities.  During  the  Depression,  however,  the  scope  of 
poverty  increased  greatly,  and  the  capacity  of  the  private  sector 
and  of  subnational  governments  to  address  basic  needs  of  the  poor 
diminished;  as  a  result,  the  role  of  the  federal  government  was  ex- 
panded In  addition  to  the  enactment  of  new  programs,  the  federal 
government's  role  as  a  regulator  of  economic  activity  was  consider- 
ably expanded.  For  example,  the  Fair  Labor  Standards  Act  of  1938 
established  a  federal  minimu^*  wage  for  many  jobs. 

With  the  shift  in  the  economy  brought  about  by  World  War  11, 
some  of  the  direct  federal  aid— particularly  that  which  was  fun- 
neled  through  states  and  localities  to  finance  public-sector  employ- 
ment—was phased  out.  Federal  aid  expanded  again  during  the 
1960's  and  1970's,  and  its  scope  was  broadened  significantly.  Over 
the  past  few  years,  growth  in  most  assistance  programs  has  been 
slowed  and,  in  some  cases,  reversed,  but  the  basic  policies  remain 
largely  the  same. 

The  efFect  of  federal  tax  policy  on  the  poor  has  also  varied  over 
time  Prior  to  World  War  II,  approximately  90  percent  of  the  popu- 
lation was  below  tax  entry  levels  in  the  federal  income  tax.  Even 
in  the  late  1940s  and  the  early  1950s,  tax  entry  levels  were  much 
higher,  relative  to  median  family  income,  than  they  are  now.  By 
1964,  the  erosion  of  the  value  of  the  personal  exemption  led  the 
Congress  to  enact  a  minimum  standard  deduction  designed  to 
exempt  the  very  low-income  population  from  the  income  tax.  En- 
actment of  the  EITC  in  1975  to  benefit  families  with  children  and 
creation  of  the  zero  bracket  amount  in  1977  further  raised  tax 
entry  levels  for  families  with  children.  In  fact,  1975-1979  was  the 
only  period  during  the  last  25  years  in  which  tax  entry  levels  sig- 
nificantly exceeded  the  poverty  thresholds.  Since  that  time,  a  grow- 
ing proportion  of  poor  families  have  paid  income  taxes.  Moreover, 
the  Social  Security  payroll  tax  rate  has  risen  from  3  percent  in 
1960  to  just  over  7  percent  in  1985.  In  1984,  about  one-third  of  all 
poor  families  paid  some  federal  tax. 

Debate  continues  as  to  the  appropriate  role  of  government.  Some 
argue  that  only  government  can  mobilize  the  resources  necessary 
to  help  the  poor,  and  that  more  assistance  is  needed  in  light  of  the 
recent  rise  in  the  number  of  poor  children.  Others  contend  that 
while  some  direct  government  involvement  is  necessary  to  ensure 
that  people  who  cannot  support  themselves  can  achieve  some  mini- 
mum level  of  subsistence,  in  practice  the  government  has  gone  well 
beyond  what  was  needed  and  has  created  a  welfare  class  that  is  de- 
pendent on  public  aid.  They  argue  that  only  by  sharply  curtailing 
government's  role  can  incentives  be  created  for  the  poor  to  take 
the  initiative  to  move  themselves  out  of  poverty.  Some  also  contend 
that  certain  government  efforts  to  raise  the  incomes  of  disadvan- 
taged groups— such  as  establishing  minimum  wage  rates— have  ac- 
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tually  made  them  worse  off,  and  that  relaxing  or  eliminating  these 
laws  and  regulations  will  expand  their  job  opportunities. 

Disagreement  also  exists  as  to  the  level  of  government— federal, 
state,  or  local--that  should  provide  whatever  aid  is  made  available. 
Some  people  argue  that  state  and  local  agencies  can  better  identify 
the  families  who  are  in  need  of  help  and  the  form  that  assistance 
should  take.  Others — citing  differences  in  the  willingness  and  fiscal 
capacity  of  different  states  and  localities  to  aid  low-income  people — 
contend  that  the  responsibility  for  helping  meet  the  minimum 
needs  of  those  who  are  least  well-off  should  rest  with  the  federal 
government.  They  note  that  only  the  federal  government  is  in  a  po- 
sition to  assure  that  similar  families  in  different  locations  are 
treated  similarly.* 

In  the  area  of  tax  policy,  there  is  less  apparent  controversy. 
Though  disagreement  about  particular  means  may  exist— for  exam- 
ple, raising  the  zero  bracket  amount  or  increasing  the  personal  ex- 
emption—it is  widely  held  that  those  with  incomes  below  the  pov- 
erty lines  should  not  have  to  pay  any  income  tax. 

WHO  SHOULD  BE  HELPED 

One  of  the  central  issues  in  designing  specific  policies  intended  to 
reduce  childhood  poverty  or  alleviate  its  effects  is  v/ho  should  be 
helped. 

Defining  the  minimum 

From  one  perspective,  deciding  who  should  receive  cash  or  in- 
kind  assistance  to  help  them  meet  basic  consumption  needs  in- 
volves defining  the  minimum  amount  of  resources  that  the  govern- 
ment should  assure  is  available  to  support  a  child.  Put  another 
way,  at  what  level  of  resources  should  government's  responsibility 
cease?  Setting  the  minimum  at  a  relatively  high  level  provides  aid 
to  a  greater  number  of  children  at  a  higher  cost.  It  may  also 
extend  aid  to  families  in  which  parents  or  guardians  could  support 
theii  children  without  help  and  may  create  incentives  for  people  to 
depend  on  public  aid  instead  of  their  own  efforts.  Setting  highly  re- 
strictive eligibility  requirements— and  less  generous  minimum  ben- 
efits—decreases government  costs  and  increases  incentives  for 
people  to  become  self-reliant,  but  it  also  risks  leavinj^  some  chil- 
dren living  below  an  acceptable  standard.  At  the  samtj  time,  it  is 
much  more  difficult  to  quantify  needs  for  many  services  a^id,  thus, 
to  determine  the  minimum  amount  of  aid  and  who  shuuld  receive 
it. 

Related  to  this  choice  is  the  question  of  whether  eligibility  crite- 
ria and  minimum  benefits  should  differ  geographicaUy.  National 
standards  that  apply  everywhere  treat  all  recipients  alike,  but  they 
fail  to  take  into  account  differences  among  areas,  Ruch  as  in  the 
cost  of  living,  or  in  the  preferences  of  their  citizen?,  for  aiding  the 
poor. 


Furthei,  if  assisUnce  a  locally  determined  and  funded,  difTercncw  in  md-ond  in  Uxet  to 
finance  ii— might  draw  sume  po^i  peuple  to  a  real  pruvidii*^  h»ghei  benefit*.  «*  J  Burnt  tAxpayeri 
to  areaa  with  luwe*  taxes.  Oni>  ihe  federal  guvernment  can  ensure  thai  in^«ntives  fox  migration 
resulting  from  benefit  and  tax  differenttaU  are  avoided. 


273 


Defining  the  household 

Another  question  is  whether  the  type  of  household  in  which  chil- 
dren live  should  affect  eligibility  for  assistance.  For  example,  aid 
can  be  provided  to  low-income  families  with  children  regardless  of 
the  composition  of  the  household;  or  assistance  can  be  denied  to 
households  in  which  there  are  two  parents,  one  of  whom  is  phys- 
ically able  to  work  and  is  free  of  child  care  responsibilities.  The 
former  approach  assures  that  some  assistance  is  available  to  aJl 
children  living  below  the  minimum  established  for  the  particular 
program,  but  it  increases  costs  to  the  government  and  may  reduce 
incentives  that  parents  have  to  seek  or  accept  employment.  In  con- 
trast, denying  aid  to  intact  two-parent  families  reduces  government 
costs  and  increases  the  parents  work  incentives.  It  also  creates  in- 
centives for  families  to  break  up,  however,  and  creates  hardships 
for  some  children— either  because  of  decisions  made  by  their  par- 
ents or  guardians  not  to  work,  because  the  employed  adults  are 
unable  to  earn  enough  to  raise  their  families  to  the  minimum 
standard,  or  because  the  adults  cannot  find  jobs. 

A  related  question  is  whether  parents  or  guardians  should  be  re- 
quired to  do  some  work  in  exchange  for  the  aid  they  receive,  or  if 
they  should  be  required  to  participate  in  training  programs  to  en- 
hance their  long  term  employment  prospects.  A  work  requirement 
may  reduce  the  net  cost  of  aid,  depending  on  the  value  of  the  work 
done  and  the  expense  of  administering  the  work  requirement.  Such 
a  requirement  may  also  increase  the  chances  that  those  employed 
will  become  self-sufficient  in  the  future.  Job-training  requirements 
can  have  an  even  greater  long-term  impact— depending  on  the  ef- 
fectiveness of  the  training— but  they  add  to  government  costs,  at 
least  in  the  short  run.  Moreover,  either  approach  may  require  the 
government  to  provide  or  finance  child  care,  since  the  adults  have 
to  be  away  from  their  children  for  some  part  of  the  day.  Also,  if  the 
parents  refuse  to  participate,  their  children  lose  government  help. 

Defining  coverage 

Still  another  question  is  whether  aid  should  be  available  on  an 
entitlement  basis  for  all  individuals  who  qualify  and  seek  assist- 
ance, or  if  benefits  should  be  provided  to  only  some  of  those  who 
could  qualify.  Entitlement  programs  treat  all  eligible  people  alike, 
but  the'r  costs  are  harder  to  control,  requiring  amendments  to  au- 
thorizing statutes.  Appropriated  programs  are  easier  to  control  on 
an  annual  basis,  but  they  generally  result  in  some  potential  benefi- 
ciaries receiving  less  help  than  others,  or  none  at  all. 

Finally,  there  is  the  question  of  whether  people  not  currently  in 
need  should  be  helped  so  that  they  will  not  become  needy  in  the 
future.  In  essence,  the  choice  is  when  to  assist  the  poor— earlier 
with  preventive  efforts,  or  later  with  ameliorative  ones.  Preventive 
policies  may  avoid  deprivation  for  children  and  mav  reduce  federal 
costs  in  the  long  run,  but  only  to  the  extent  that  those  who  are  at 
risk  can  be  identified  and  effectively  served. 


Another  issue  in  designing  antipoverty  policies  concerns  the 
form  that  assistance  from  the  government  should  take. 


WHAT  FORM  SHOULD  ASSISTANCE  TAKE 
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The  type  of  aid 

On  one  level,  this  concerns  whether  aid  should  be  provided  in  the 
form  of  cash  or  in-khid  transfers  that  meet  current  needs;  services 
to  help  the  poor  deal  with  some  of  the  consequences  of  povertv;  or 
human  capital  development  programs  designed  to  enhance  skills; 
or  other  labor  market  policies  that  could  increase  self-sufficiency.^ 

Direct  transfers  help  families  meet  immediate  needs  but  do  not 
deal  with  the  underlying  causes  of  poverty.  Such  aid  may  also 
reduce  people's  incentives  to  support  themselves.  A  secondary  issue 
is  whether  the  government  should  provide  cash  or  in-kind  assist- 
ance. The  former  approach  allows  recipients  to  determine  what  use 
they  make  of  their  additional  resources  and  may  be  more  efficient, 
since  it  does  not  involve  the  government  in  deciding  how  much  and 
what  form  any  good  or  service  should  take.  On  the  other  hand,  pro- 
viding cash  grants  to  low-income  parents  and  guardiaas  on  behalf 
of  their  children  carries  no  assurance  that  the  aid  will  be  used  to 
meet  particular  needs  of  the  children. 

Services  such  as  child  welfare  aid  and  educational  assistance  are 
special  forms  of  in-kind  assistance  designed  to  prevent  or  reduce 
some  of  the  potential  adverse  effects  of  poverty  on  children. 
Human  capital  development  programs  aimed  at  parents  are  de- 
signed to  attack  the  causes  of  poverty  by  helping  families  earn 
more  adequate  incomes.  Neither  of  these  forms  of  aid  offers  help  in 
meeting  ongoing  consumption  needs.  They  may,  however,  be  of 
great  benefit  to  families  who  need  more  than  short-term  income 
supplements  to  overcome  the  causes  or  effects  of  their  poverty. 

Meeting  needs  of  different  types  of  families 

A  related  question  is  what  forms  of  assistance  are  best  suited  to 
particular  types  of  poor  families  with  children.  The  answer  de- 
pends, in  part,  on  the  circumstances  facing  those  families.  Table 
2-1  classifies  poor  children  by  the  duration  of  their  spells  of  pover- 
ty and  whether  adult  members  of  their  families  are  employed. 

TABLE  2-l.^DlSTRIBUTION  OF  POOR  CHILDREN  BY  DURATION  OF  POVERTY  AND  FAMILY 
LABOR  FORCE  AHACHMENT 

[in  percent  of  all  children  ever  i)oor] 

Duration  of  poverty 

Labor  force  attachment 


Short  term  »        Long  term  ^ 


Workings   59  K 

Nonwor'»o^   14  14 


» Poor  fof  fewer  than  4  years  in  a  5-year  period, 

2  Poor  fof  4  or  5  years  in  a  5-year  period, 

3  Head  of  family  (and  spouse,  if  any)  worked  at  least  500  hours  in  at  least  3  out  of  5  years. 
♦  Head  of  family  (and  spouse,  if  any)  worked  fewer  than  500  hours  in  at  least  3  out  of  5  years. 

Source.  University  of  Michigan,  Sur\^  Research  Centei  analysis  of  Panel  Study  of  Income  Dynamics  data  for 
196C  through  1982. 
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'Human  capiUl  consists  of  the  knowledge,  skills,  abilities,  and  experience  that  a  person  can 
use  in  employment  or  any  other  task.  It  includes  basic  ikills  such  as  reading  and  MTiting.  M 
weii  as  specialized  skill*  applicable  only  to  specific  jobt.  It  also  encompasses  developed  traits, 
•uch  as  punctuality  and  reliability,  that  contribute  to  success  in  labor  markets. 
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Nearly  60  percent  (about  four  in  seven)  of  poor  children  live  in 
families  that  have  members  who  normally  work  at  jobs  that  keep 
them  above  the  poverty  line,  but  who  are  not  currently  employed 
for  enough  liours  or  at  high  enough  wages  to  escape  poverty.  In 
general,  incomes  of  these  families— the  short-term,  working  poor- 
will  rise  above  the  poverty  thresholds  in  a  relatively  short  time 
without  intervention.  Short-term  income  supplements  can  help 
bridge  their  periods  of  poverty,  while  employment  assistance  pro- 
grams and  national  economic  policies  that  create  job  opportunities 
can  shorten  the  length  of  time  that  they  are  poor. 

About  one  in  seven  poor  children  lives  in  a  family  that  is  in  eco- 
nomic transition— the  nonworking,  short-term  poor.  These  families 
are  likely  either  to  be  headed  by  single  parents— especially  single 
mothers— recently  separated,  divorced,  or  widowed,  or  to  be  young 
families  just  entering  their  working  years.  In  some  of  these  fami- 
lies, adult  members  may  be  able  to  obtain  work  fairly  easily.  In 
other  instances,  parents  may  lack  necessary  skills  or  experience. 
Altering  labor  market  regulations  to  expand  employment  opportu- 
nities, or  increasing  training  and  employment  assistance,  can  help 
such  people  find  jobs  more  easily.  Income  supplements  provide 
them  with  resources  to  meet  their  short-term  needs. 

Another  one  in  seven  poor  children  is  in  a  family  where  there  is 
a  working  adult,  but  where  spells  of  poverty  are  lengthy,  presum- 
ably because  earners  lack  skills  or  are  able  to  find  only  intermit- 
tent or  part-time  work.  This  group  is  also  likely  to  include  families 
whose  size  contributes  to  their  poverty.  These  families  may  also 
benefit  from  training  programs  to  develop  labor  market  skills,  in 
combination  with  employment  assistance  to  help  them  find  better 
jobs  At  the  same  time,  transfer  programs  can  increase  their  cur- 
rent resources,  while  social  services  can  help  ameliorate  the  conse- 
quences of  their  long-term  poverty. 

The  remaining  one  in  seven  poor  children— and  the  most  diffi- 
cult group  to  deal  with— lives  in  a  family  that  has  no  attachment 
to  the  labor  market  and  therefore  no  likelihood  of  becoming  self- 
sufficient.  These  nonworking,  long-term  poor  families  include; 
single-parent  families,  especially  those  headed  by  vyomen,  in  which 
child  care  responsibilities  make  regular  employment  difficult;  fami- 
lies whose  normal  eariiers  are  disabled  to  the  extent  that  they 
cannot  work;  and  families  whose  adult  members  have  such  inad- 
equate skills  or  labor  force  attachments  that  they  cannot  or  will 
not  find  and  hold  jobs.  Because  they  provide  essentially  no  support 
for  themselves  through  earnings,  and  because  they  are  poor  for  ex- 
tended periods,  these  families  Impose  the  greatest  demands  on 
social  welfare  programs  and  account  for  a  disproportionate  share  of 
those  programs*  costs.  Intensive  employment  and  training  pro- 
grams, as  well  as  child  care  services,  can  aid  those  who  have  the 
potential  and  willingness  to  work.  Workfare  programs  can  also  be 
appropriate  for  this  gioup  and  for  welfare  recipients  who  can  work 
but  rhoose  not  to  do  so.  Finally,  transfers  and  social  services  help 
those  such  as  the  disabled  who  cannot  work. 
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HOW  SHOULD  DIRECT  AID  BE  DELIVERED 


A  final  set  of  questions  concerns  how  direct  assistance  should  be 
delivered  in  order  to  have  the  greatest  impact  at  the  lowest  cost. 
Cash  assistance,  for  example,  can  be  provided  either  directly  or 
through  the  administrative  apparatus  of  the  income  tax  system. 
Providing  aid  through  the  federal  tax  system  may,  in  certain  in- 
stances, be  administratively  simpler  than  through  a  direct  spend- 
ing program,  but  it  increases  the  complexity  of  the  tax  code  and 
limits  aid  to  those  who  file  returns.  Similarly,  direct  spending  pro- 
grams financed  by  the  Federal  government  can  be  administered  by 
the  Federal  government  or  by  states  and  localities.  More  impor- 
tant, however,  is  the  degree  of  flexibility  given  to  local  administra- 
tors. Greater  flexibility  enables  them  to  respond  to  specific  circum- 
stances, but  reduces  federal  control  and  may  lead  to  differential 
treatment  of  similar  families. 

Other  a'iministrative  questions  arise  in  particular  types  of  pro- 
grams. For  example,  in-kind  aid  can  be  provided  as  actual  commod- 
ities or  as  vouchers  that  can  be  used  to  buy  specified  goods.  Serv- 
ices can  be  provided  either  by  government  offices  or  by  publicly 
funded  private  agencies.  Human  capital  development  can  be  pro- 
vided through  public  schools,  other  government-operated  agencies, 
or  the  private  sector. 


The  federal  government  currently  plays  a  wide  and  diverse  role 
in  aiding  poor  families  with  children.  Direct  assistance  policies  pro- 
vide cash,  in-kind  benefits,  services  to  relieve  the  problems  faced  by 
poor  families  with  children,  and  employment  and  training  aid  in- 
tended to  help  them  support  themselves  in  the  long  run.  In  addi- 
tion, federal  statutes  and  regulations  affect  the  availability  of  low- 
wage  jobs  and  the  minimum  amounts  that  workers  can  be  paid.  Fi- 
nally, the  federal  tax  system  in  general,  and  certain  provisions  in 
particular,  affect  the  well-being  of  low-income  families. 

A  number  of  cash  and  in-kind  assistance  programs— plus  a  tax 
credit  for  some  families  with  low  earnings— help  low-income  fami- 
lies with  children  meet  their  basic  needs.^  Ck)yerage  is  uneven, 
however,  and  average  benefits  vary  geographically,  sometimes 
greatly.  Food  Stamps— a  federally  financed  program  that  helps 
families  afford  a  minimally  adequate  diet— is  the  only  assistance 
that  is  available  to  essentially  all  families  in  or  near  poverty.  Aid 
to  Families  with  Dependent  Children  (AFDC),  which  provides  cash 
assistance,  and  Medicaid,  which  finances  health  care  services,  are 
shared  federal/state  responsibilities.  Aid  under  these  programs  is 


'  This  section  consider*  only  programs  funded  m  whole  or  part  by  the  federal  government 
that  are  fepetifically  deaign^  to  eua  the  poor.  Some  tcrve  only  chilorcn  or  families  with  chil 
drcn,  while  others  serve  those  groups  aa  pan  of  a  larger  clientele*  Other  programs  not  ccnsid 
ered  here  aiso  reduce  poverty  bv  providinit  cash  income  to  various  groups.  For  example*  Social 
Sccuniy  survivors  benefits  paid  to  spouses  ^xtid  i^hildren  of  deceased  workers  keep  many  fami 
iics  out  of  povertv.  Because  they  are  not  targeted  primarily  on  poor  families,  however,  tney  are 
not  discussed  in  this  section. 

Further,  the  focu»  of  thi»  section  is  on  ant»poverty  programs  that  have  the  greatest  impact  on 
families  with  children.  Some  programs,  such  as  Supplemental  Security  Income  (SSI),  benefit  a 
smaii  number  of  children  but  are  primarily  targeted  toward  other  Ifroups  in  this  case,  the  el 
derly  and  the  disabled. 


The  Current  Federal  Role 
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available  to  most  children  living  in  single-parent  families  with  in- 
comes less  than  state-established  minimums  that  are  generally  well 
below  the  poverty  thresholds.  States  also  determine  whether  assist- 
ance IS  provided  to  children  living  in  two-parent  families.  This  core 
of  assistance  is  supplemented  by  subsidized  housing  programs, 
which  reduce  shelter  costs  for  some  low-income  families  with  chil- 
dren; the  Earned  Income  Tax  Credit  (EITC),  which  reduces  the  tax 
liability,  or  provides  cash  payments,  for  low-income  families  with 
children  and  low  earnings;  and  school-based  meal  programs  that 
subsidize  breakfasts  and  lunches  for  low-income  children  whose 
schools  choose  to  participate. 

The  federal  government  also  provides  funding  for  a  broad  range 
of  social  services  and  education  programs  intended  to  alleviate 
some  of  the  adverse  consequences  of  poverty,  and  for  employment 
and  training  intended  to  help  the  parents  of  poor  children  work 
their  way  out  of  poverty.  Most  of  this  aid  is  available  through  an- 
nually appropriated  programs  that  serve  only  a  small  share  of 
those  who  are  eligible.  Finally,  direct  spending  programs  are  com- 
plemented by  provisions  of  the  tax  system  that  subsidize  wages  for 
low-income  workers  and  that  help  reduce  families'  child  care  costs. 

As  the  following  review  indicates,  current  antipoverty  efforts 
vary  greatly  in  who  is  helped,  what  form  assistance  takes,  and  how 
aid  is  financed  and  administered. 

CASH  TRANSFER  PROGRAMS 

Cash  assistance  is  provided  to  some  poor  families  through  the 
Aid  to  Families  with  Dependent  Children  (AFDC)  program  and 
through  a  provision  of  the  federal  income  tax  (see  Table  2-2). 
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TABLE  2-2.-CURRENT  CASH  TRANSFER  PROGRAMS  THAT  ASSIST  POOR  FAMILIES  WW  CHILDREN 


Program 

Aid  provided  Eroups 

Number 
served 
in  1984 
(mil- 
lions)* 

Administered 

by 

Eslimaled  fiscal  year 
1985  budgetary  costs 
(billions) 

Cash  grants  Low-income  single-parent  and  some  two- 

inn 

Qfotn 

7.6  State. 

parent  families  with  children. 

Refundable  tax  credit..  Taxpaying  units  with  children  and  low  earn- 
mgs. 

25.6 

Federal  

16.4  Total. 
1.9  Federal' 

'Average  monthly  participation  (of  AFDC;  number  of  tax  returns  daiming  ttie  EiTC.  to 
2  Estimate  (or  calendar  year  1986.  S3 
'Estimate  (or  fiscal  year  1986. 

Source:  Congressional  Budget  Office  and  various  federal  sources. 
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The  AFDC  program  is  the  principal  federal  device  to  assure  that 
some  minimum  amount  of  resources  is  available  to  help  meet  the 
daily  needs  of  low-income  children.  States  administer  the  program, 
operating  within  federal  guidelines,  and  they  are  free  to  establish 
their  own  income  eligibility  requirements  and  benefit  levels.  Costs 
are  shared  between  the  federal  and  state  governments.  Outlays  for 
AFDC  are  expected  to  total  $16.3  billion  in  fiscal  year  1985,  with 
slightly  more  than  half  contributed  by  the  federal  government.* 

AFDC  eligibility  criteria  and  benefit  levels  vary  greatly  among 
states.  They  reflect  differing  judgments  concerning  who  should  be 
served  and  the  appropriate  scope  of  aid,  and  result  in  widely  differ- 
ing treatment  for  similar  families  living  in  different  places.  In  Jan- 
uary 1985,  gross  income  limits  for  a  single  parent  with  two  chil- 
dren ranged  from  $346  per  month  in  South  Carolina  to  $1,576  in 
Vermont  (the  median  was  $779).  As  of  the  same  date,  the  maxi- 
mum benefit  for  a  shigle-parent,  two-child  family  with  no  income 
was  as  low  as  $96  per  month  in  Mississippi  and  as  high  as  $719  in 
Alaska  (the  median  was  $327). 

States  also  differ  in  their  treatment  of  children  of  married  cou- 
ples. While  children  of  single  parents— and  of  married  couples 
when  one  spouse  is  incapacitated— are  eligible  in  all  states,  only 
about  half  the  states  allow  any  children  in  married-couple  families 
-  to  receive  benefits  through  the  unemployed  parents  program, 
AFDC-UP.*  These  differences  reflect  in  part  differing  judgments 
concerning  the  tradeoff  between  maintaining  work  incentives  and 
encouraging  families  to  remain  together.®  Finally,  there  are  differ- 
ences among  states  in  whether  adulL  recipients  are  required  to  per- 
form some  work  in  exchange  for  their  benefits. 

Assistance  is  also  provided  to  working  poor  families  through  the 
Earned  Income  Tax  Credit  (EITC).  The  EITC  may  be  viewed  both 
as  a  wage  supplement  for  the  working  poor  with  children,  and  as 
an  offset  for  Social  Security  contributions.  It  reduces  tax  bills  for 
those  who  would  otherwise  owe  taxes,  it  is  paid  in  cash  to  families 
with  no  tax  liability  who  file  the  necessary  forms.  For  families  with 
very  low  earnings,  this  may  provide  an  incentive  to  work.' 

IN-KIND  TRANSFER  PROGRAMS 

In  addition  to  providing  cash,  the  federal  government  provides 
aid  to  poor  families  with  children  through  in-kind  transfers  for 
food,  medical  care,  and  housing  (see  Table  2-3). 


*The  federal  ahare  of  tenefit  costs  can  var>  from  50  percent  to  a  maximum  of  83  percent, 
depending  on  per  capita  ihvomea  in  eawh  state.  On  average,  the  federal  government  pays  65  per- 
cent of  benefit  costs. 

*The  24  states  that  ^rfer  AFDC  UP  generally  pay  higher  benefits  and  have  larcer  caseloads. 
About  two-thirda  of  all  AFDC  families  live  in  those  states.  States  may  also  provide  general  as* 
distance  to  poor  families  that  are  categorically  ineligible  for  AFDC. 

*  There  arc  some  work  incentives  within  AFDC- UP,  ijince  it  requires  at  least  one  parent  to  be 
registered  in  an  employment  program.  If  the  primary  earner  works  more  than  99  houra  per 
month,  however,  the  family  is  ineligible  for  benefits. 

'For  families  with  earnings  above  between  $6,500  and  $11,000,  the  EITC  is  a  work  dismcen» 
tlvt,  hgwever,  since  it  raises  theii  incvme  and  their  marigmal  lax  rate,  both  of  which  reduce  the 
value  of  additional  work  hours. 
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TABLE  2-3.--4:URRErff  IN-KIND  Tf?ANSFER  PROGRAMS  THAT  ASSIST  POOR  FAMILIES  WITH  CHILDREN 


Program 


Aid  prowled 


EHgible  groups 


Number  of 

Administered    Estimatal  (to!  1985 
ser^^>n        by  outlays  (Mm) 

(mi!!ions) 


Food  stamps  Food  vouchers  Most  low-income  families  and  individuals., 


^20.9  Federal  $11.5  Federal^ 

0.8  State. 


School  lunch,  breakfast  Free  and  redufed- 

price  meals;. 

Medicaid  Free  or  low-cost 

medical  care. 


\ 

Housing  assistance  Subsidized  housing 

units. 

Low-income  energy  assistance  Assistance  in 

meeting  home 
energy  costs. 


Students  with  family  income  below  185%  of 
proverty  level. 

All  AFOC  and  most  SSI  recipients;  all  children 
under  age  5  in  families  meeting  AFDC 
income  and  resource  requirements  (after 
phase-in);  \Dme  medically  needy. 

Families  and  elderly  and  handicapped  individ- 
uals with  low  incomes. 
Most  low-income  families  and  individuals  


12.3  Total.i 

M1.6  State         3.1  Federal 

21.5  State        22.6  Federal. 

17.1  State. 


39.7  Total. 


9.3  Local        11.0  Federal  ^ 

NA  State         2.1  Federal 


*  Excludes  food  a^d  to  Puerto  Rico. 

'  Average  dai!)  partldpaticn;  in  free  sni  .educed-prtce  June?.  i«^iami>  ^r.  Octobei  1384.  A  mi  of  3.1  milm  childien  rec^ved  Uet  oi  fcduoed-piH^c  &re2Kt(tots,  some  ot  mm  aiso 
received  free  or  reduced-pnce  luitdies. 

'Mihjes  outlays  ol  $14  b^iron  tc  redeem  outstanding  hhln  Housing  Authonty  notes  osed  to  firjsnce  upiUi  costs.  Also  t\M^  forgone  local  prc^rty  taxe$. 
Nol^:  'IA=Not  available. 

Source.  Congrcsstonal  Budget  Office  and  various  federal  sources. 
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In  fiscal  year  1985,  an  average  of  about  20  million  people—over 
80  percent  of  whom  are  in  households  with  children— will  oe  assist- 
ed each  month  through  the  Food  Stamp  program  at  a  total  cost  of 
just  over  $12  billion.  This  program,  benefit  costs  of  wWch  are 
funded  entirely  by  the  federal  government,  provides  vouchers  that 
can  be  used  to  buy  food  products.^  Nearly  all  people  in  families 
with  gross  cash  incomes  below  130  percent  of  the  poverty  guide- 
lines, ''countable"  incomes  below  100  ^rcent  of  the  guidelines,  and 
countable  assets  below  $1,500,  are  eligible.^  This  is  the  only  imiver- 
sally  available  entitlement  among  government  transfer  programs. 
School  breakfast  and  lunch  programs  also  provide  free  and  re- 
duced-price meals  to  poor  children  attending  the  over  80  percent  of 
schools  that  offer  at  least  one  of  the  two  programs.  Federal  outlays 
for  these  programs  are  expected  to  total  about  $3  billion  in  fiscal 
year  1985. 

Funded  by  both  states  and  the  federal  government.  Medicaid  fi- 
nances medical  care  for  all  AFDC  recipients,  almost  all  families  re- 
ceiving Supplemental  Security  Income,  and  other  people  whom 
states  may  designate  as  "medically  needy."  Within  federal  guide- 
lines. Medicaid  programs  are  designed  and  run  by  state  agencies, 
with  eligibility  rules  and  benefit  levels  varying  widely  across 
states.  Over  20  million  people  currently  receive  Medicaid  benefits, 
which  will  cost  states  and  the  federal  government  more  than  $40 
billion  in  fiscal  year  1985. 

The  bulk  of  housing  assistance  is  provided  through  rental  assist- 
ance programs  that  currently  pay  a  share  of  the  rent  for  about  4 
million  low-income  households  living  either  in  publicly  owned 
projects  or  in  privately  operated  dwellings.  This  aid  is  primarily 
targeted  to  elderly  or  handicapped  individuals  and  families  and  to 
nonelderly  families  with  children,  as  of  1983,  about  41  percent  of 
rental  assistance  went  to  the  latter  group,  which  made  up  nearly 
45  percent  of  the  eligible  population.  Eligibility  and  benefit  levels 
are  set  by  the  federal  government  but  vary  across  housing  markets, 
ieflectin|  differences  ui  family  income  and  housing  costs.  Spending 
for  housing  assistance  is  expected  to  total  close  lo  $11  billion  in 
1985.  Unlike  the  other  transfers,  housing  assistance  is  not  an  enti- 
tlement, it  currently  serves  just  under  one-third  of  all  eligible 
households  with  children. 

Eligibility  requirements  differ  greatly  among  cash  and  in-kind 
transfer  programs.  Rather  than  serving  a  single  well-defined  group 
of  poor  families,  each  program  sets  its  own  efigibility  criteria— tar- 
geting different  types  of  families,  while  trying  t/)  constrain  pro- 
gi.im  costs  and  maintain  ^propriate  incentives  related  to  work 
cff  >rt  and  family  stability.  For  example,  state-specific  income  cut- 
oft  for  AFDC  benefits  vary  from  about  one-half  the  federal  poverty 
thresholds  to  more  than  twice  the  poverty  levels.     By  contrast. 


*  Ad  i»»i.»otfaLke  cosU  are  paid  cssentiall>  equall>  b>  states  and  the  federal  government  For 
aviTie  sxxifiv  cxDcnses^  ducK  a&  computerizing  case  management  and  combating  fraud  and 
abuse,  the  federal  share  is  greater  than  half. 

*  Coui  table  income  is  gross  income  less  a  standard  deouction  and  deductions  for  work,  ex- 
penscs»  child  care»  excess  housmg  ^o»w,  and  medical  care  for  the  elderlj^.  Houiy?holds  with  an 
elderl>  ir.ember  need  not  6atisf>  the  gross  income  test,  and  ma>  have  as  much  as  $3,000  m 
assets. 

For  three-person  families,  income  limits  for  AFDC  are  based  on  needs  standards  that  vary 
amung  ^itattv  MaAimum  payment  levels  are  well  below  this,  however,  ranging  from  13  percent 
to  79  percent  of  poverty  thresholds. 
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food  stamps  are  available  to  families  whose  gross  income  are  less 
than  130  percent  of  the  poverty  level.  Housing  assistance  is  provid- 
ed almost  exclusively  to  families  with  incomes  at  or  below  half  of 
the  local  median  adjusted  for  family  size — in  1983,  the  income 
cutoff  for  a  four-person  family  ranged  from  77  percent  to  176  per- 
cent of  the  nationd  poverty  threshold.^  ^ 

AMELIORATIVE  AND  PREVENTIVE  PROGRAMS 

A  wide  range  of  programs  offer  services  both  to  ameliorate  the 
current  adverse  effects  of  poverty  and  to  prevent  future  poverty 
among  children  (see  Table  2-4).  These  programs  differ  from  the 
previously  discussed  antipoverty  programs  in  a  number  of  ways. 
First,  many  of  them  address  specific  problems  that  face  some  fami- 
lies with  children— problems  that  may  or  may  not  be  the  result  of 
poverty.  Therefore,  poverty  status  alone  is  frequently  insufficient 
to  guarantee  eligibility,  as  families  must  also  demonstrate  need  for 
the  specific  services  offered.  Second,  although  federal  funding  is 
supplied  for  all  of  these  programs,  in  some  cases  it  is  only  a  small 
part  of  the  total  expenditure  for  a  particular  service.  In  general, 
social  services  are  delivered  by  local  agencies  under  state  direction, 
they  are  thus  unevenly  distributed  both  within  and  across  states. 
Finally,  most  of  these  programs  are  not  entitlements;  limited  fund 
ing  can  restrict  service  levels  with  the  result  that  some  areas  lack 
services  entirely. 

TABLE  2-4.-CURRENT  PROGRAMS  THAT  AMELIORATE  THE  EFFECTS  OF  POVERTY  ON 

CHILDREN 

Number  of 

P^P^*      Arfmmi^fprwi     Estimated  fiscal 
Program         Aid  provided       Edgtble  groups      served  in     ™i™erea      1935  outlays 

1984  ^  (billions) 

(miljions) 

Social  Services  Child  care,      Determined  by        NA  State  $2.8  Federal. 

Block  Grant,    child  state, 
v/elfare, 
adoption, 
foster  care, 
family 
planning; 
information 
and  referral 
services. 


Assci  iiirntd  also  var>  across  the  various  programs.  AFDC  allowb  $1,000  of  asseta  (excluding 
a  house  and  up  to  $i,50G  cquit>  in  one  car/,  while  families  are  eligible  for  food  stamps  as  long  as 
their  a?sci4i  ar«  lesj  than  $1,500— $3,000  if  there  is  an  elderl>  member  from  which  the  value  of 
a  h^tnCf  some  of  the  value  of  cars,  and  the  values  uf  specific  other  assets  arc  excluded.  Housing 
programs,  on  the  other  hand,  have  no  cxphcit  asset  limit.  If  net  family  assets  exceed  $5,000, 
however,  the  greater  of  actual  asset  e4.  iiingb  or  an  imputed  retun^  from  assets  using  the  cur 
rent  passbook  interest  rat«— is  included  as  income  in  determining  eligibility. 
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TABLE  2-4. "CURRENT  PROGRAMS  THAT  AMELIORATE  THE  EFFECIS  OF  POVERTY  ON 
CHILDREN--Coriinued 


Program 


Aid  provided       Eligiule  groups 


Number  of 


served  in 
1984 

(millions) 


Administered 

by 


Estimated  fiscal 
1985  outl^ 
(bilFions) 


Child  welfare: 
Title  IV-B... 


Title  IV-E.. 


Child  support 
enforce- 
ment. 


Title  X  of 
Public 
Health 
Service  Act. 


Supplemental 
rood 
Program 
for  women, 
Infants, 
and 

Children 
[WIC]. 


Foster  care 
payments, 
child 
welfare 
services. 

Foster  care 
payments. 


Location  of 
absent 
parents, 
and 

assistance 
in 

establishing 
and 

collecting 
child 
support. 
Family 
planning 
services. 


Nutritional 
supple- 
ments, 
health  care 
screening. 


Families  in 

need  of 

child 

welfare 

services. 
Foster  families 

of  children 

who  are 

eligible  for 

AFDC. 
All  families 

with  an 

absent 

parent, 

with 

priority 

given  to 

AFDC 

recipients. 


All  individuals 
with 
priority 
given  to 
low-income 
clients. 


at-risk 
v/omen, 
infants,  and 
children 
under  age 
5,  with 
family 
incomes 
below  185 
percent  of 
poverty.^. 


NA  State  0.2  Federal, 

NA  State. 


'  0.1  State  0.5  Federal, 

0.4  State. 


2  8.0  State  0.6  Federal 


3.7  Federal/      0.1  Federal 
local. 


3.0  State/local....  1.5  Federal. 
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TABLE  2-4.-CURRENT  PROGRAMS  THAT  AMELIORATE  THE  EFFECTS  OF  POVERTY  ON 
CHILDREN-Continued 

Number  of 

P^'^      AHmmktProrf     Estimated  fiscal 
rrogram         Aid  provided       Eligible  groups     served  in     ^^iniinmerea      1935  outlays 

1984  ^  (billions) 

(millions) 

Head  Start  Educational     Low-income  0.4  Federal/      1.0  Federal. 

social,         preschool  local. 

nutritional,  children. 

and 

medical 
services. 

Chanter  I—     (>)mpensatory   Educationally        ^  5.9  State/local....  3.5  Federal. 
()ompensa-      education.  disadvan- 
tory  taged 
Education.  children. 

» Average  monthly  participation. 

^  Seventy'Seven  percent  AFDC  cases,  23  percent  non-AFDC  families. 

^  States  are  allowed  to  set  income  eligibility  gutdslines  between  IOC  percent  and  i8S  percent  of  poverty.  The 
majority  use  185  percent  of  poverty  as  tne  upper  eligibility  limit. 
*  Because  of  forward  funding,  this  reflects  funding  provided  in  fiscal  year  1983. 

Note:  NA=Not  available. 

Source:  Congressional  Budget  Office  and  various  federal  sources. 

The  largest  general  social  services  program  i&  the  Social  Services 
Block  Grant,  which  is  currently  funded  at  $2.8  billion.  Under  this 
program,  states  are  allowed  to  fund,  at  their  discretion,  a  wide 
range  of  services— -including  child  care,  child  welfare,  foster  care, 
and  adoption  services.  Other  child  welfare  programs  include  Title 
IV-B  and  IV-E  of  the  Social  Security  Act,  which  contribute  to 
state  funding  for  child  welfare  services.  Eligibility  for  these  serv- 
ices is  based  primarily  on  need  for  service,  although  poverty  status 
is  also  considered  in  some  cases. 

The  Supplemental  Food  Program  for  Women,  Infants,  and  Chil- 
dren  (WIC)  provides  nutritional  supplements  to  approximately  3 
million  low-income  infants,  children,  and  pregnant  women  who  are 
at  nutritional  risk,  at  a  1985  cost  of  $1.5  billion.  Education  pro- 
grams, such  as  the  Head  Start  program  and  Qiapter  I— Cpmpensa- 
tory  Education— provide  low  income  children  with  educational  ex- 
periences that  they  may  not  receive  at  home.  V,Tiile  Head  Start  has 
several  other  aims  as  well,  these  programs  share  the  goal  of  foster- 
ing the  children's  mental  development  in  order  to  improve  their 
future  ability  to  learn  and  become  self-sufficient.  Finally,  programs 
related  to  teenage  parenthood  work  to  prevent  teenage  pregnancy 
and  cliildbearing  (which  are  related  to  future  poverty)  through 
family  planning  and  family  life  education.  These  programs  also 
provide  services  to  teenage  parents  to  help  them  overcome  the  dis- 
advantages of  being  an  adolescent  parent. 


ERIC 


285 


PROGRAMS  TO  PROMOTE  EMPLOYABILITY 

The  federal  government  sponsors  several  programs  and  provides 
tax  credits  that  are  intended  to  promote  employability,  either  by 
expanding  opportunities  for  employment  and  training  or  by  subsi- 
dizing child  care  costs  to  enable  parents  to  work  or  acquire  addi- 
tional education  (see  Table  2-5).  Vhe  federal  cost  of  these  activities 
is  expected  to  total  about  $6  billion  in  the  current  fiscal  year— $3.5 
billion  in  outlays  for  employment  and  training  programs;  $0.4  bil- 
lion in  forgone  revenues  for  a  tax  subsidy  to  encourage  employers 
to  hire  disadvantaged  workers;  and  $2.2  billion  in  forgone  revenues 
for  tax  subsidies  for  child  care  costs  to  enable  parents  to  work  or 
attend  school. 

TABLE  2  -5.-CURRENT  PROGRAMS  TO  PROMOTE  EMPLOYABILITY  FOR  POOR  FAMILIES 

WITH  CHILDREN 

Number                   Estimated  fiscal 
Program         Aid  provided       Eligible  groups           j"     ^dminj^^red    '  Jg^lSS^^ 
 (millions)  (billions) 

Job  Training     Training  and  Economically        2 12  state/local....  $1.9  Federal 

Partnei'snip     related  disadvan- 

Act  [JTPA]      services.  taged 

Title  ll-A.  people. 

JTPA  Summer   Summer  jobs....  Economically        29.8  State/local....  0.8  Federal 

Youth  disadvan-  , 

Employ-  taged  youth. 

ment  and 

Training. 

Job  Corps  Training  and  Economically         0.1  Federal  0.6  Federal 

related  disadvan- 
services  in      taged  youth, 
residential 
centers. 

Work  Job  search  AFDC  0.2  State/local....  0.3  Federal 

Incentive       and  other  recipients. 
Program  assistance 
[WIN].         to  achieve 
self-support. 

Targeted  Jobs   Tax  subsidy  Economically         0.6  Federal  0.4  Federal 

Tax  Credit      for  disadvan- 
[TJTC].         emj3!oyers  taged 
hirmg  youth, 
eligible  welfare 
workers.  recipients, 
and  other 
designated 
groups. 
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TABLE  2 -5. -CURRENT  PROGRAMS  TO  PROMOTE  EMPLOYABILITY  FOR  POOR  FAMILIES 
WITH  CHILDREN-Confinued 

Number  Estimated  fiscal 

P«,£ra>n         Aid  provided      Eligible  groups     ^g^gl"     Administered  ^ms^ 

(millions)  (billions) 

Dependent      Nonrefundable  Users  of  child         5.0  Federal  2.2  Federal 

Care  Tax       tax  subsidy     care  to 
Credit         for  child  enable 
care  costs.      parents  to 
work  or  go 
to  school. 

'  Number  of  people  for  JTPA,  Jobs  Corps,  and  WIN,  number  of  certifications  for  TJTC,  number  of  taxpayers 
claiming  the  child  care  tax  credit  for  1982. 
2  1984  program  year  (July  1984  to  June  1985). 

Source.  Congressional  Budget  Office  and  other  federal  sources. 

The  largest  of  the  employment  and  training  activities  is  the  state 
block  grant  program  authorized  by  Title  II-A  of  the  Job  Training 
Partnership  Act  of  1982  (JTPA).  Through  this  program,  the  federal 
government  provides  funds  for  training  and  related  services  for  dis- 
advantaged youth  and  adults.  Other  programs  authorized  by  JTPA 
include  a  summer  jobs  program  and  the  Job  Corps,  each  of  which  is 
exclusively  targeted  toward  disadvantaged  youth.  These  programs 
are  administered  by  states  and  localities,  which  select  participants 
eind  design  training,  within  federal  guidelines.  The  programs  are 
conti oiled  through  annual  appropriations  and  serve  only  a  small 
proportion  of  all  eligible  people. 

The  Work  Incentive  (WIN)  program— another  appropriated  pro- 
gram—is targeted  exclusively  toward  AFDC  recipients.  The  work- 
fare  components  of  AFDC  and  other  transfer  programs  are  also  in- 
tended to  increase  employment  of  disadvantaged  people.  Finally, 
the  Targeted  Jobs  Tax  Credit  (TJTC)  subsidizes  the  wages  of  disad- 
vantaged workers  by  reducing  the  tax  liability  of  their  employers, 
thereby  improving  the  workers'  employability.  Unlike  the  direct- 
spending  training  programs,  TJTC  is  an  entitlement. 

Employment  by  poor  families  with  children— and  participation  in 
training  programs— is  facilitated  by  assistance  with  child  care. 
Direct  subsidies  for  child  care  costs  are  currently  provided  primari- 
ly through  the  Social  Services  Block  Grant,  although  data  on 
actual  spending  by  states  for  this  purpose  are  not  available.  The 
dependent  care  credit  in  the  individual  income  tax  essentially  re- 
funds up  to  30  percent  of  a  family's  child  care  costs— up  to  a  maxi- 
mum of  $1,440.  The  credit  is  limited,  however,  to  the  extent  of  the 
famil>  s  tax  liability,  since  it  is  not  refundable.  Businesses  are  en- 
couraged to  provide  child  care  facilities  for  their  employees 
through  the  deductibility  of  the  costs  of  such  care  and  the  exclu- 
sion of  the  value  of  child  care  from  the  taxable  income  of  employ- 
ees* 
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Overview  of  Options  for  Helping  Children  in  Poverty 

Options  for  altering  current  federal  policies  to  help  poor  children 
are  as  varied  as  the  views  regarding  the  appropriate  role  of  govern- 
ment and  the  dynamics  of  poverty.  As  noted  earlier,  collective  judg- 
ments concerning  what  the  direct  role  of  the  federal  government 
should  be  in  meeting  both  immediate  and  long-run  n^ds  of  poor 
children  have  changed  appreciably  over  time,  as  reflected  in  the 
history  of  federal  involvement.  Much  disagreement  remains  con- 
cerning the  effectiveness  of  current  efforts  and  the  direction  that 
policy  changes  should  take  in  the  future. 

THE  SCOPE  OF  POSSIBLE  CHANGES 

Alternatives  to  current  policies  include  some  that  would  compre- 
hensively restructure  the  current  welfare  system— either  by  adter- 
ing  it  or  by  doing  away  with  large  parts  of  it— and  others  that 
would  leave  the  major  elements  of  it  intact,  but  would  change 
either  who  is  helped,  how  much  assistance  is  provided  to  those  who 
are  eligible,  or  how  aid  is  delivered.  The  variety  of  both  compre- 
hensive and  incremental  options  reflects  the  wide  range  of  views 
concerning  government's  responsibility  and  how  it  should  be  pur- 
sued. 

Some  proposals  to  substantially  restructure  the  current  system 
are  premised  on  concerns  regarding  its  fragmented  nature  and  its 
uneven  treatment  of  children  living  in  different  types  of  families  or 
in  different  places.  People  who  share  these  concerns  have  periodi- 
cally proposed  making  the  federal  government  fully  responsible  for 
roviding  a  minimum  income  floor  for  all  families  with  children, 
uch  changes  could  involve  federalizing  the  AFDC  program  and, 
perhaps.  Medicaid  as  well.  Under  some  alternatives,  other  responsi- 
bilities that  are  now  partially  federal—such  as  support  for  elemen- 
tary and  secondary  education— would  be  shifted  entirely  to  states 
and  localities.  Comprehensive  proposals  of  this  sort  would  often  in- 
volve increasing  total  federal  resources  devoted  to  aiding  low- 
income  families  with  children. 

Other  proposals  for  comprehensive  change  start  from  a  very  dif- 
ferent premise— that  the  current  public  assistance  system  consti- 
tutes a  substantial  disincentive  for  low-income  people  to  take  re- 
sponsibility for  improving  their  own  well-being.  Those  who  hold 
this  view  contend  that  the  federal  government  could  best  promote 
the  long-term  welfare  of  poor  families  by  providing  less  direct  aid, 
thereby  compelling  them  to  rely  more  fully  on  their  own  initiative. 
Some  would  combine  this  approach  with  removal  of  labor-market 
regulations  that,  they  claim,  substantially  restrict  the  availability 
of  low-paid  jobs. 

Comprehensive  reform  of  the  tax  system— such  as  proposals  cur- 
rently being  debated  in  the  Congress— could  also  substantially 
affect  the  well-being  of  low-income  families  with  children.  For  ex- 
ample, provisions  that  determine  the  tax  entry  level  (the  lowest 
income  level  at  which  taxes  are  owed)*— including  increasing  the 
zerobracket  amount  or  the  personal  exemption —could  substantial- 
ly change  the  tax  liability  of  many  such  families. 

While  debate  continues  concerning  these  and  other  possible  com- 
prehensive changes,  discussions  in  the  Congress  each  year  tend  to 
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be  dominated  by  specific  proposals  to  modify  existing  policies. 
These  incremental  approaches  also  vary  greatly,  however,  reflect- 
ing the  same  disagreements  regarding  the  causes  and  cures  of  pov- 
erty. Some  proposals,  for  example,  would  either  expand  eligibility 
or  increase  benefits  under  existing  programs  in  order  to  increase 
resources  available  to  low-income  families  to  meet  immediate  con- 
sumption needs.  Others  are  designed  to  increase  the  opportunity 
for  low-income  people  to  become  self-reliant,  by,  for  example,  in- 
creasing direct  spending  for  job  training,  requiring  that  public  as- 
sistance recipients  perform  some  work  as  a  condition  of  their  re- 
ceiving aid,  or  altering  government  policies  that  may  now  limit  pri- 
vate-sector job  opportunities. 


The  remainder  of  this  paper  describes  more  than  40  specific  op- 
tions that  would  alter  existing  federal  policies  affecting  poor  chil- 
dren and  their  families.  While  most  of  the  options  examined  here 
would  be  considered  incremental  changes,  some  would  involve 
fairly  substantial  modifications.  Also,  wide-ranging  change  could  be 
accomplished  by  combining  some  of  the  individual  options  dis- 
cussed here.  Comprehensive  proposals  for  wholesale  shifts  are  not 
considered,  nor  are  proposals  to  substantially  alter  how  the  tax 
system  is  structured  or  how  it  operates. 

Two  fundamental  issues  must  be  faced  in  deciding  what  the  fed- 
eral government  should  do  to  aid  poor  children.  First,  how  efiective 
would  a  particular  approach  be?  This  question  is  often  difficult  to 
answer  fully.  Even  when  the  amount  of  aid  is  easily  quantified,  as 
in  the  case  of  cash  benefits  for  poor  families,  it  is  difficult  to  know 
how  much  assistance  actually  reaches  the  children  and  thus  what 
the  impact  will  be  on  their  well-being.  In  other  cases,  such  as  the 
provision  of  many  social  services,  it  is  inherently  difficult  to  assess 
the  effectiveness  of  alternative  policies.  This  paper  presents  evi- 
dence about  the  impacts  of  existing  federal  efforts  and  quantifies, 
where  possible,  the  likely  impacts  of  program  changes  on  benefici- 
aries. 

Even  if  there  is  general  agreement  that  a  particular  approach  is 
effective,  however,  the  large  projected  federal  budget  deficits  facing 
this  nation  generally  require  difficult  tradeoffs.  Because  most  pro- 
posals tj  modify  current  policies  would  require  additional  outlays 
or  would  reduce  revenues,  other  demands  on  the  government  and 
limited  tax  revenues  conflict  with  the  desire  to  aid  these  children. 
As  the  Congress  struggles  to  reduce  deficits,  choices  among  these 
competing  factors  are  particularly  difficult.  Estimates  of  the  budg- 
etary  effects  are  presented,  when  feasible,  for  the  options  examined 
here. 

Most  of  the  options  that  deal  with  current  spending  programs  or 
tax  provisions  would  increase  federal  outlays  or  lower  revenues, 
either  by  extending  eligibility  under  current  programs  to  addition- 
al families,  or  by  increasing  benefit  levels  for  those  now  eligible. 
Other  options  would  redistribute  benefits  from  higher-income  fami- 
lies to  lower  income  ones  without  affecting  total  spending  or  reve- 
nues. Still  others  would  change  program  regulations  or  government 
policies  that  affect  the  operation  of  labor  markets,  without  altering 
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either  direct  spending  programs  or  provisions  of  the  federal  tax 
code. 

The  specific  options  described  below  are  organized  by  type  of  pro- 
gram. Chapter  III  considers  changes  in  cash  transfer  programs. 
Chapter  IV  assesses  ways  to  modify  programs  that  provide  in-kind 
benefits.  Chapter  V  examines  options  for  altering  services  that  may 
prevent  or  ameliorate  the  effects  of  poverty.  The  last  chapter  dis- 
cusses possibilities  for  increasing  the  employability  of  members  of 
low-income  families  with  children. 
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CHAPTER  III.  OPTIONS  FOR  CASH  TRANSFER  PROGRAMS 

Means-tested  cash  transfers  are  currently  provided  for  families 
with  children  primarily  through  Aid  to  Families  with  Dependent 
Children  (AFDC)  and,  for  the  working  poor,  through  the  Earned 
Income  Tax  Credit  (EITC).  The  following  options  involve  modifying 
these  existing  transfers  or  creating  a  new  one. 

Aid  to  Famiues  With  Dependent  Children 

AFDC  is  the  only  m^gor  federal  program  explicitly  designed  to 
give  cash  assistance  to  families  with  children.  It  provides  monthly 
benefits  averaging  $321  to  3.7  million  families  with  children.  While 
federal  guidelines  must  be  followed,  states  are  free  to  set  need  and 
payment  levels  and  some  eligibility  requirements.  As  a  result, 
there  is  wide  variation  in  the  terms  under  which  families  are  given 
assistance  and  in  the  level  of  assistance  they  receive. 

All  states  offer  AFDC  to  sini..  parent  families  whose  gross  in- 
comes are  less  than  185  percent  of  the  state  need  standard,  whose 
net  incomes  are  below  state  payment  standards,  f.nU  the  value  of 
whose  assets  is  less  than  $1,000.^  Maximum  benefits  that  can  be 
paid  in  1985  to  a  family  of  three  range  from  13  percent  to  79  per- 
cent of  official  federal  poverty  guidelines.  Twenty-four  states  and 
the  District  of  Columbia— which  together  contain  about  two-thirds 
of  all  AFDC  participants— also  offer  benefits  through  the  Unem- 
ployed Parents  option  (AFDC*UP)  to  poor  married-couple  families 
whose  primary  earners  work  less  than  100  hours  per  month;  the 
other  26  states  do  not  provide  intact  families  with  AFDC  cash 
transfers.'  Finally,  receipt  of  AFDC  benefits  automatically  qualifies 
people  for  Medicaid. 

All  members  of  AFDC  families  who  are  at  least  16  years  old  are 
required  to  register  for  work  and  training  unless  exempted;  the 
most  common  exemptions  are  for  disability,  student  status,  or  the 
responsibility  of  caring  for  a  child  under  age  six.  Work  is  further 
encouraged  by  the  exclusion  of  some  work-related  expenses  and 
earnings  in  blenefit  computations.  For  example,  families  can  sub- 
tract from  their  income  up  to  $160  of  child  care  costs  per  child  per 
month,  as  well  as  a  standard  deduction  of  $75  per  month  to  cover 
work-related  expenses.  In  addition,  during  the  first  12  months  of 
program  participation,  $30  of  monthly  earnings— and  during  the 
first  4  months,  one-third  of  any  earnings  remaining  after  other  de- 
ductions—can be  ignored.  Each  of  these  exclusions  increases  the 


'  Exclusive  of  the  value  of  their  homes  and  of  up  to  $1»?00  of  equity  in  one  car.  States  are 
allowed  to  set  lower  asset  limits;  seven  states  did  so  in  October  1983. 

'The  24  states  offering  AFDC- UP  in  January  1985  were  California,  Colorjodo,  Connecticut, 
Dejawure,  Hawaii,  Ilhfivib,  luwa,  Kansas,  Maine,  Maryland,  Massachusetto,  Michigan,  Minn^o^ 
ta,  Missouri,  Nebraskaj  New  Jersey,  Nevv  York,  Ohio,  Pennsylvania,  Rhode  Island,  Vermont, 
Washington,  West  Virginia,  and  Wisconsin. 
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gains  from  working  by  allowing  AFDC  families  to  keep  a  larger 
share  of  their  earnings. 

Overall,  the  federal  government  pays  just  over  half  of  the  costs 
of  state  AFDC  programs,  with  the  state's  share  based  on  its  per 
capita  income.^  The  federal  share  is  legislated  to  be  at  least  50  per- 
cent and  can  be  as  high  as  83  percent.  Currently,  hov/ever,  the 
largest  share  paid  by  the  federal  government  is  78  percent  for  Mis- 
sissippi. 

The  AFDC  program  could  be  changed  in  many  ways,  depending 
on  the  objectives.  The  wide  variation  in  state  benefit  payments 
could  be  reduced  by  setting  national  minimum  benefit  levels.  Re- 
laxing eligibility  criteria— either  those  based  on  family  composition 
or  those  limiting  financial  resources^would  allow  additional  fami- 
lies with  children  to  receive  benefits.  Recipients  could  be  encour- 
aged to  find  jobs  either  by  strengthening  work  requirements  in  the 
program  or  by  allowing  families  to  keep  more  of  their  earnings.  Fi- 
nally, by  assuming  a  larger  share  of  the  costs,  the  federal  govern- 
ment could  encourage  states  to  raise  their  benefit  levels. 

This  paper  examines  six  policy  options  regarding  AFDC.  If  the 
Congress  chose  to  modify  the  program,  it  could: 

— Establish  national  minimum  AFDC  benefits; 

—Expand  AFDC  eligibility  for  two-parent  families  by  requiring 
all  states  to  offer  the  AFDC-UP  program  or  by  eliminating  eli- 
gibility distinctions  between  single-  and  two-parent  families, 

— Raise  asset  limits; 

—Require  all  employable  AFDC  recipients  to  participate  in  work- 
related  activities; 

^Change  the  amounts  of  earnings  that  are  ignored  in  benefit 
calculations  (earnings  disregards);  and 

—Raise  the  share  of  new  benefit  increases  paid  for  by  the  federal 
government  (the  federal  "matching  rate"). 

The  first  option  would  change  program  eligibility  and  benefit 
levels  in  those  states  that  provide  low  benefits.  The  options  dealing 
with  married  couples  would  reduce  any  current  incentives  to  sepa- 
rate or  divorce  in  order  to  qualify  for  AFDC.  Increasing  asset  limits 
would  make  more  low-income  families  eligible  for  benefits.  Requir- 
ing  participation  in  work-related  activities  might  increase  recipi- 
ents future  employability,  while  raising  "earnings  disregards" 
might  encourage  recipients  to  work.  By  lowering  state  costs,  an  in- 
crease in  the  federal  matching  rate  for  benefit  increases  could  en- 
courage states  to  raise  benefit  levels  by  more  than  they  otherwise 
would.  Almost  all  the  options  examined  here  would,  however,  add 
to  federal  costs.* 


^States  ma>  choose  aa  alternative  formula  tw  deiermtne  the  federal  share,  but  no  states  cur^ 
rently  do  so. 

*The  analysis  of  AFDC  options  in  this  section  does  not  consider  possible  changes  in  hours 
worked  b>  AFDC  families  oz  additional  admiriistfative  u>9U»  ihut  could  arise  fiom  increased 
caseloads.  Both  factors  might  lesult  in  grealet  pro-am  costs  artd  effect*  than  shown,  but  then 
impacU  would  diffez  greatl>  a\.ross  options.  In  addition,  costs  and  effects  are  those  that  would 
occui  aflez  an>  phase  in  periods,  if  new  participanis  did  not  all  enroll  during  the  first  yeaz  the 
options  were  in  effect,  both  costd  and  effects  would  be  smallez  than  shown  for  fiscal  yeai  1986. 
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ESTABUSH  NATIONAL  MINIMUM  AFDC  BENEFITS 

This  option  would  address  low  state  payment  standards  and  vari- 
ations across  states  in  those  standards  by  setting  minimum  benefit 
levels.  The  total  value  of  AFDC  benefits  plus  food  stamps  provided 
to  a  family  with  no  other  income  would  be  set  no  lower  than  65 
percent  of  the  poverty  guideline  for  a  family  of  that  size.  States 
with  benefits  already  above  the  minimum  would  not  be  affected, 
while  those  with  the  lowest  AFDC  payment  standards  would  be  re- 
quired to  raise  their  benefit  levels.  For  families  without  earnings, 
minimum  AFDC  payments  in  1986  are  projected  to  be  $337  per 
month  for  two  people,  $396  per  month  for  three  people,  and  $467 
for  four  people.* 

A  national  minimum  would  target  increased  benefits  on  single- 
parent  families  in  states  with  low  benefits.  •  This  would  reduce 
interstate  disparities  for  single  parents— and  for  some  couples— 
and  therefore  help  to  satisfy  the  objective  of  treating  similar  fami- 
lies alike.  It  would  also  reduce  any  incentives  that  such  differen- 
tials create  for  poor  families  to  move  to  areas  with  more  generous 
benefits. 

At  the  same  time,  setting  minimum  benefit  levels  in  dollar  terms 
Would  ignore  cost-of-living  differences  among  geographic  areas,  al- 
though benefit  levels  would  still  vary  because  of  state  supplements. 
While  precise  data  do  not  exist,  there  is  evidence  that  rural  areas 
and  the  South  have  lower  costs  of  living  than  do  urban  areas  and 
other  regions.  Further,  requiring  low-benefit  jurisdictions  to  in- 
crease payment  levels  could  make  welfare  benefits  a  liigh  percent- 
age of  potential  earnings  in  low-wage  areas,  and  thus  lead  to  signif- 
icant work  disincentives.  Finally,  states  that  were  forced  to  raise 
benefits  significantly  coula  experience  budgetary  problems. 

An  estimated  41  states  would  have  to  increase  benefits  above 
current  levels  for  at  least  one  family  size  in  ordeir  to  satisfy  the  re- 
quirements of  this  option  in  1986.  For  2.2  million  families  currently 
participating  in  thj  program  (about  three-fifths  of  all  AFDC  fami- 
lies), this  would  increase  monthly  benefits  by  an  average  of  $111, 
At  the  same  time,  this  rise  in  cash  income  would  reduce  benefits  by 
about  $38  per  month  for  those  families  in  the  Food  Stamp  Pro- 


»  Several  opt.ons  etamined  in  this  chaptei  are  based  on  H.R  4920,  as  rei^uested  by  the  Com- 
mittee  on  Wayi  and  Means.  This  bill -H.R  4920^  introduced  In  the  98th  Congrcsa-would  re- 
quire  that  the  HHS  poverty  guidehnea  be  projected  ahead  1  year  for  use  in  setting  these  mini- 
mum benefit  levels.  Thus,  in  1986,  projections  of  the  1987  sidelines  would  be  used 

The  calculaUon  of  specific  minimum  benefits  is  as  follows,  toed  stamp  benefita  equal  the 
thnl'tyfood  plan  vTFPi  less  30  percent  of  countable  income  AFDC  benefits  minus  a  5100  stand 
ard  deduction.  For  the  three  family  sizes,  these  yield: 
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*fienefitii  would  gu  pnmuiilv  u>  Single-parent  fumllieb  becauijc  those  states  that  would  be  moet 
affected  by  the  required  beneflv  increase  do  not  provide  AFDC  l^T  and  therefore  give  no  bene 
fits  to  married  couple  families. 
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gram.'  An  estimated  190,000  famines  would  become  new  AFDC  re- 
cipients, receiving  average  payments  of  $197  per  month.'  About  80 
percent  of  new  and  increased  benefits  would  go  to  families  below 
the  poverty  level,  which  would  cause  the  poverty  gap— as  measured 
by  official  poverty  statistics— to  decline  by  $2.7  billion.®  Roughly  0,1 
million  families  would  be  moved  above  the  poverty  level,  about  5 
percent  of  the  poor  families  affected. 

Total  AFDC  costs  would  increase  by  $3.4  billion,  $2.1  billion  of 
which  would  be  borne  by  the  federal  government  and  the  balance 
by  the  states.  *°  The  federal  costs  would  be  offset  by  $0.9  billion  m 
food  stamp  savings  and  raised  by  $0.1  billion  in  Medicaid  expendi- 
tures for  new  participants.  The  new  participants  would  boost  state 
costs  by  another  $0.1  billion.  Thus,  the  total  cost  of  implementing 
this  option  would  be  $2.7  billion  in  fiscal  year  1986,  with  about  48 
percent  of  the  net  costs  falling  on  the  federal  government.  Because 
poverty  thresholds  are  indexed  to  rise  with  the  Consumer  Price 
Index  (CPI)  and  have  risen  faster  than  AFDC  benefit  levels  in 
recent  years,  this  increase  in  costs  would  climb  in  future  years  to  a 
total  of  $3.7  billion  in  fiscal  year  1990. 

The  national  minimum  benefit  level  could  be  at  other  fractions 
of  the  poverty  thresholds,  fable  3-1  compares  the  effects  of  fixing 
the  minimum  at  60  percent,  65  percent,  and  70  percent.  Compared 
with  the  65  percent  option,  the  lower  minimum  would  afTect  about 
'^OO.OOO  fewer  families  and  would  lower  incremental  AFDC  costs  by 
about  40  percent  in  1986.  About  1.6  million  families  currently  get- 
ting AFDC  would  receive  benefit  increases  averaging  about  $89  per 
month,  and  0.1  million  families  would  come  into  the  program  and 
get  monthly  benefits  averaging  $195.  The  official  poverty  gap 
would  decrease  by  roughly  $1.6  billion,  or  by  40  percent  less  than 
under  the  65  percent  option.  Setting  the  minimum  at  70  percent 
would  raise  incremental  AFDC  costs  by  half  and  would  affect  about 
0.2  million  more  families  than  the  original  option.  Current  benefici* 
aries  would  average  $160  in  additional  monthly  benefits, 
about  $38  per  month  for  those  families  in  the  Food  Stamp  Pro- 


*Food  stamp  benefita  are  reduced,  on  average,  about  34  centa  for  each  dollar  of  additional 
cash  income  For  example,  a  $20  me  in  AFDC  would  cause  a  food  stamp  cut  of  $6.80 
.  ^  0  34  A  $20;,  all  of  which  would  represent  savings  to  the  federal  government.  The  net  gain  to 
the  recipient  would  be  $13.20  i>$20  rise  in  AFDC— $6.80  drop  in  food  stamps;.  This  would  applv 
tu  an>  option  in  which  AFDC  or  other  cash  beneflis  would  be  increased  for  food  stamp  recipi- 
ents. 

'  New  recipients  would  be  of  two  types,  those  famihes  that  were  previoitsly  eligible  but  chose 
aut  to  participate,  and  those  made  newly  eligible  by  increased  payment  levels.  It  is  assumed 
that  higher  benefits  would  induce  about  25  percent  of  the  estimated  240,000  currenvl/  eligible, 
nunp«rticipatmg  families  m  affected  6tates--or  55,000  families— to  enroll  in  the  progn  m.  Fifly< 
seven  percent  of  the  estimated  235,000  families  that  would  become  newly  eligible— or  135,000 
families  are  projected  to  enroll.  Total  new  part^dpants  would  thus  be  190,000  familief . 

**rhe  poverty  gap  would  decline  by  less  if  an  alternative  measure  that  included  id  iiind  bene^ 
fits  as  income  were  used.  Food  stamp  benefits  going  to  poor  families  would  fall  by  about  $0.9 
billion,  while  Medicaid  costs  for  this  group  would  rise  by  about  $0.2  billion.  Depending  un  the 
valuation  method  used,  these  effects  would  cause  the  net  change  in  the  povert.  gap  for  poor 
families  with  children  to  decrease  by  about  $2  billion. 

'  ^  The  federal  share  is  greatei  than  the  current  54  percent  average  beuiuse  federal  matching 
rates  tend  to  be  higher  in  states  that  now  have  the  lowest  payment  standards. 
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TABLE  3-l.-£STIiyiATED  IMPACTS  OF  ALTERNATIVE  MINIMUM  BENEFIT  LEVELS,  FISCAL 

YEAR  1986 


Kinimum 
benertt 
(percent  of 
poverty) 
thresfK)i!l 

Increase  in  AFDC  costs  (Mlions) 
Federal         State  Total 

Affected  I)enerici3ries 
(iririons) 

Current  New 

Affected 
States' 

60 

1.3 

0.7  2.0 

1.6  0.1 

33 

65 

2.1 

1.3  3.4 

2.2  0.2 

41 

70 

3.1 

2.0  5.1 

2.3  0.3 

43 

Souros:  Coflgressicnal  Budget  Office. 


EXPAND  AFDC  UNEMPLOYED  PARENTS  PROGRAM 

Married  couples  with  children  are  eligible  for  AFDC  benefits 
only  if  their  primary  earners  are  unemployed  and  if  their  states  of 
residence  have  chosen  to  offer  benefits  under  the  optional  Unem- 
ployed Parent  program  (AP^-UP),"  At  least  one  unemployed 
adult  must  have  been  employed  in  6  of  the  previous  13  quarters 
and  all  nonexempt  adults  must  be  actively  seeking  work.  Because 
unemployment  is  defined  as  working  fewer  than  100  hours  per 
month,  some  families  vdth  part-time  workers  are  eligible  for  bene- 
fits. Currently,  24  states  and  the  District  of  Columbia  offer  AFDC- 
UP.  In  1984,  an  average  of  285,000  AFDC-UP  fainilies— 7.7  percent 
of  all  APTDC  families—received  monthly  benefits  averaging  $468. 

Two  options  to  expand  AFDC  eligibility  for  two-parent  families 
are  discussed  below: 

—Make  the  current  AFDC-UP  program  mandatory  for  all  states; 

—Extend  AFDC  eligibility  to  all  low  income,  two-parent  families, 
regardless  of  labor  force  status. 

Make  AFDC  Unemployed  Parents  Program  (AFDC-UP)  mandatory 
for  all  states 

At  present,  unless  one  spouse  is  incapacitated,  married  couples 
with  children  are  categorically  ineligible  for  AFDC  benefits  in  the 
26  states  that  do  not  have  AFDC-UP  programs.  In  these  states, 
intact  families  qualify  for  assistance  only  through  limited,  state-fi- 
nanced  general  assistance  programs  or  through  Supplemental  Se- 
curity Income  (SSI)  for  families  with  disabled  earners.  This  option 
would  require  all  states  to  offer  APTKT  benefits  to  low-income,  mar- 
ried-couple families  with  children  under  the  AFDC-UP  program. 
Only  tae  26  states  that  do  not  now  ha/e  AFDC-UP  programs 
would  be  affected.  In  1984,  these  states  had  about  one-third  of  the 
AFDC  caseload. 

This  option  would  encourage  families  to  stay  intact  by  reducing 
the  current  incentive  for  one  parent  to  leave  home  so  that  the 
family  can  become  eligible  for  AFDC.'^  Families  would  be  treated 


"Requirements  of  the  AFDC-UP  program  are  in  the  Social  Security  Act,  section  407  (42 
U^.C.  w7/.  See  footnou?  2  of  this  chapter  for  a  list  of  «tatca  having  an  AFDC  UP  program  in 
January  1985. 

''The  incentive  would  still  exist  if  the  parent  worked  more  than  100  hoart  per  month. 

^  "si's 
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more  uniformly,  as  eligibility  for  benefits  would  be  based  on  need 
rather  than  on  family  characteristics.  This  change  would  provide 
additional  assistance  to  some  families  whose  unemployment  insur- 
ance eligibility  has  expired,  and  would  thus  expand  countercyclical 
activity  during  recessions.  Moreover,  because  the  AFDC-UP  pro- 
gram requires  the  unemployed  person  to  have  worked  in  the  past 
and  to  be  actively  seeking  a  job,  this  option  would  provide  addition- 
al incentives  for  poor  families  to  join  or  remain  in  the  labor  force. 
Further,  since  the  primary  earner  can  be  employed  up  to  99  hours 
per  month  without  losing  eligibility,  extending  the  program  would 
not  discourage  part  time  employment  while  workers  seek  full-time 
jobs  Finally,  since  AFDC  families  are  automatically  eligible  for 
Medicaid,  health  care  coverage  would  be  extended  to  some  families 
that  do  not  now  receive  adequate  medical  care. 

This  option  could  have  significant  drawbacks.  First,  it  would  take 
away  from  the  states  the  authority  to  determine  to  whom  assist- 
ance should  be  extended.  Some  states  may  view  intact  families  as 
those  most  able  to  help  themselves  and  thus  least  in  need  of  aid. 
Second,  to  the  extent  that  transfer  programs  provide  disincentives 
for  recipients  to  work,  this  option  could  reduce  hours  worked  by  el- 
igible families,  despite  job-search  requirements.  Third,  only  fami- 
lies whose  principlal  earners  were  either  unemployed  or  working 
less  than  100  hours  per  month  would  be  assisted;  no  aid  would  be 
offered  to  poor  families  with  full-time,  low-wage  workers.  Finally, 
requiring  AFDC- UP  for  all  states  would  impose  an  increased  finan- 
cial burden  on  states  that  do  not  currently  offer  the  program,  as 
well  as  on  the  federal  government.  This  requirement  could  also  ex- 
acerbate the  fiscal  difficulties  faced  by  those  jurisdictions  with 
budget  problems  and  might  lead  states  to  reduce  benefit  levels. 

About  100,000  additional  families  would  become  eligible  for  bene- 
fits in  1986  if  all  states  operated  AFDC-UP  programs.  Of  these,  an 
estimated  75,000  families— 26  percent  of  the  1984  AFDOUP  case- 
load and  2  percent  of  all  AFDC  families— would  become  new  recipi- 
ents with  average  monthly  benefits  of  $228.  Nearly  80  percent  of 
the  nev;  families  would  be  in  the  South— where  only  the  District  of 
Columbia  and  3  of  17  states  now  have  AFDC-UP  programs— and 
another  17  percent  would  be  in  the  West— where  4  of  13  states 
offer  AFDC-UP. 

New  fiscal  year  1986  costs  to  the  federal  government  would  be 
about  $0  2  billion,  while  the  states  would  pay  a  similar  amount.  Be- 
cause I  ^nefit  levels  are  far  below  poverty  thresholds  in  states  with- 
out AFDC- UP  programs,  there  would  be  virtually  no  effect  on  offi- 
cial poverty  rates,  but  the  officially  measured  poverty  gap  would  be 
reduced  by  roughly  $0.1  billion,  about  three-fifths  of  1  percent." 

Since  AFDC- UP  provides  benefits  for  families  with  unemployed 
workers,  the  costs  and  impacts  of  this  option  would  depend  heavily 
on  macroeconomic  conditions  and  the  unemployment  rate.  The 
foregoing  estimates  have  assumed  an  unemployment  rate  of  7  per- 
cent. With  an  unemployment  rate  of  9  percent  instead,  about 
160,000  families  would  become  newly  eligible  and  nearly  100,000 


Changes  m  povert>  gaps  and  rates  using  alternative  measure*  would  be  similar,  Fveduccd 
food  stamp  bent^'tii  vould  roughl>  balai  c  out  gains  from  the  receipt  of  Medicaid  benefits. 
Thus,  counting  in-^kmd  benefit*  as  income  would  have  little,  if  any,  effect. 
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families  would  become  recipients,  total  costs  would  rise  by  about 
$0.5  billion,  split  fairly  evenly  between  federa'  and  state  govern- 
ments. Conversely,  if  the  employment  rate  were  6  percent,  the  ef- 
fects would  be  /educed  by  nearly  one-fourth.  Under  the  Congres- 
sional Budget  Office  s  baseline  economic  projections— which 
assume  that  unemployment  will  decline  to  between  6  percent  and 
6.5  percent  by  the  end  of  the  decade — estimated  incremental  costs 
would  average  between  $0.4  billion  and  $0.5  billion  per  year  be- 
tween now  and  1990. 

Extend  AFDC  eli^bility  to  all  low-income,  two-parent  families,  re- 
gardless  of  labor  force  status 

A  more  extensive  option  would  require  all  states  to  provide 
AFDC  payments  to  all  families  with  children  that  meet  income  and 
asset  requirements,  r^ardless  of  their  current  or  past  employment. 
States  would  be  allowed  to  limit  receipt  of  benefits  to  six  months 
oul^  of  twelve  and  to  set  stricter  work  requirements  than  for  single- 
parent  families.  In  addition,  the  federal  government  would  increase 
its  share  of  program  costs  to  75  percent  for  married-couple  fami- 
lies." 

This  option  would  address  the  objective  of  treating  similar  fami- 
lies alike  by  eliminating  labor  force  status  as  a  requirement  for  eli- 
gibility. In  addition,  it  could  provide  a  work  incentive  for  families 
currently  getting  AFDC-UP,  encouraging  them  to  work  as  many 
hours  as  they  are  able  without  fear  of  losing  all  benefits  (particu- 
larly Medicaid,  for  which  AFDC  receipt  makes  them  eligible).  Fi- 
nally, it  would  reduce  incentives  for  low-income  working  couples  to 
break  up  so  that  the  children  and  one  parent  could  qualify  for 
AFDC.^^ 

On  the  negative  side,  possible  work  disincentives  from  the 
AFDC-UP  limits  on  employment  could  be  replaced  >y  work  disin- 
centives arising  from  reductions  in  benefits  as  eai  /.n}^i.  increased 
and  from  the  higher  transfer  incomes  received.  Second,  extending 
AFDC  to  all  poor  families  with  children— regardless  of  hours 
worked— would  impose  a  considerable  financial  burden  on  the  fed- 
eral government  and  the  states  in  a  time  of  fiscal  stress.  While  the 
increased  share  of  costs  falling  on  the  federal  government  would 
lessen  the  impact  on  state  budgets,  it  would  exacerbate  federal 
budget  problems. 

An  estimated  450,000  families  would  become  AFDC  recipients  if 
this  option  were  implemented.  Under  the  assumption  that  states 
would  provide  benefits  for  only  6  months  each  year,  payments 
woulJ  average  about  $397  per  month  during  the  6-month  benefit 
period.  Because  benefit  levels  are  generally  well  below  poverty, 
there  would  be  virtually  no  effect  on  poverty  rates.  The  official 


'These  fiddiUonal  requtremenU  are  mcludod  to  make  this  option  the  same  as  that  in  H.R. 
4920.  Note  that^  m  effect,  thi»  option  would  require  all  states  to  offei  AFDC  UP  programs.  The 
analysis  in  iht»  scctiun  assume*  that  slates  would  elect  to  pa>  benefits  for  exactly  6  months  out 
of  each  year  and  thai  work  requirements  would  not  be  chimgad.  If  states  chooe  to  pa>  benefits 
fui  lungei  penods,  the  effects  and  coets  would  be  greater.  Stricter  work  requirements  would 
i»kel>  reduce  participation,  but  the  size  of  the  effect  would  be  hard  to  estimate.  Maintaining 
current  cost  divisiuns  between  federal  and  state  mnding  would  shtfL  costs  Lorn  the  federal  £o^ 
cmment  to  the  stat^M.  relative  to  what  it  reported  here. 

*  Xhe  mcentive  would  sull  exist  if  one  parent  had  mcome  that  would  make  the  famil>  meligi 
ble.  By  separating,  such  a  family  might  receive  greater  total  income. 
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poverty  gap  for  poor  families  with  children  would  decrease  by 
about  $0.8  billion— roughly  3.3  percent. 

Federal  costs  of  this  option  in  fiscal  year  1986  would  be  $1.3  bil 
lion:  about  $1.1  billion  for  AFDC  payments  and  $0.4  billion  for 
Medicaid  payments,  with  savings  of  $0.3  billion  in  food  stamps.  Be- 
cause the  federal  share  of  AFDC-UP  benefits  for  two-parent  fami- 
lies would  be  raised  to  75  percent,  states  as  a  group  would  save 
about  $0.1  billion  in  AFDC  costs. Replacement  of  general  assist- 
ance with  AFDC  would  save  another  $0.1  billion  in  state  costs,  but 
these  savings  would  be  more  than  offset  by  $0.4  billion  in  addition- 
al state  Medicaid  costs.  Overall,  states  would  spend  an  additional 
$0.2  billion.  The  total  increase  in  costs— federal  and  state— would 
be  roughly  $1.5  billion.^' 

RAISE  AFDC  ASSET  LIMITS 

In  addition  to  income-eligibility  requirements,  AFDC  recipients 
must  satisfy  an  asset  test.  Currently,  an  AFDC  family  cannot  have 
more  than  $1,000  in  countable  assets.  Excluded  from  these  assets 
are  the  family's  home,  basic  mainten?nce  items  such  as  clothing 
and  furniture,  and  one  car  with  an  equity  value  of  up  to  $1,500. 
The  asset  limit  is  fixed  in  dollar  terms  and  therefore  has  become 
more  restrictive  in  real  terms  over  time. 

This  option  would  increase  asset  limits  to  $2,2o0  (and  to  $3,500 
for  families  with  at  least  two  members,  one  of  whom  is  age  60  or 
ovei  ).  In  addition,  the  value  of  life  insurance  would  be  excluded, 
and  treatment  of  automobiles  would  be  liberalized.^^  The  new 
limits  were  recommended  for  the  Food  Stamp  Program  by  the 
President's  Task  Force  on  Food  Assistance,  primarily  in  recogni- 
tion of  the  fact  that  inflation  had  eroded  the  real  value  of  the  asset 
limits. 

Higher  levels  of  allowed  assets  would  mean  that  families  would 
not  have  to  spend  as  much  of  their  savings  to  qualify  for  benefits. 
Having  some  assets  to  meet  unexpected  emergencies  is  important 
both  psychologically  and  practically.  In  addition,  as  the  President  s 
Task  Force  on  Food  Assistance  noted,  some  countable  assets— such 
as  recreational  vehicles—are  not  readily  marketable,  increasing 
asset  limits  would  allow  families  to  have  some  such  assets  without 
losing  eligibility.  Finally,  the  Task  Force  noted  that,  because  of 
time  lags  in  actually  getting  program  benefits,  "households  living 
off  their  assets  may  get  precariously  close  to  complete  depletion  of 
assets  before  the^  fall  to  the  eligibility  level  and  benefits  begin."  20 
Higher  limits  would  allow  for  a  greater  margin  of  safety. 


.  .?T^  extent  that  biaXeb  permitted  benefiti,  for  more  than  6  months,  the  poverty  gap  would 
fall  further. 

'^Such  savings  would  go  o;il>  to  states  now  offenng  AFDC- UP  becaube  other  states  currently 
have  no  costa. 

''Because  of  the  laripe  number  of  new  participants,  this  optipn  could  also  cause  a  significant 
increase  m  administrative  costs  -  perhaps  as  muuh  as  $0.2  billion  annuall>.  Further,  the  avail- 
abihtv  of  AFDC  benefits  would  encourage  some  two-parent  families  to  work,  which  could  raise 
costs  by  as  much  as  $0.1  billion  per  year. 

'•Two  testa  would  be  used  for  cars  The  market  value  test  would  count  the  mirket  value  of 
each  car.  only  to  the  extent  that  it  exceeded  $5..W.  The  equity  test  would  exclude  one  car— and 
a  second  if  it  was  needed  for  employment  but  would  count  the  full  equity  value  of  ail  other 
cars  The  greater  of  the  market  and  equity  values  would  then  count  against  the  overall  asset 
limit 

"Report  of  the  President's  Task  Force  on  Food  Assistance,"  (1984),  p.  43. 
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On  the  other  hand,  it  has  been  argued  that  programo  such  as 
AFDC  are  for  those  truly  in  need  and  that  families  with  significant 
assets  are  not  in  need  since  they  could  use  those  assets.  In  addition, 
raising  asset  limits  would  allow  some  families  who  are  without 
income  for  only  a  short  period  to  receive  benefits,  even  though 
their  assets  are  more  than  adequate  to  tide  them  over  until  their 
incomes  recover. 

Because  data  on  assets  are  scarce,  it  is  difficult  to  estimate  accu- 
rately the  effects  of  this  option.  There  would  be  no  effect  on  fami- 
lies currently  on  AFDC,  but  between  45,000  and  140,000  families 
that  are  not  now  eligible  could  come  onto  the  rolls.  Besides  average 
AFDC  payments  of  about  $326  per  month,  these  families  would  also 
be  eligible  for  Medicaid  benefits.  At  the  same  time,  for  those  new 
recipients  currently  in  the  Food  Stamp  Program,  monthly  food 
stamp  allotments  would  be  reduced  by  as  much  as  $100  or  more  be- 
cause of  the  increase  in  their  cash  income.^^ 

In  fiscal  year  1986,  AFDC  costs  would  rise  by  between  $0.2  billion 
and  $0.5  billion,  and  Medicaid  costs  would  increase  by  between  $0.1 
billion  and  $0.2  billion.  These  increases  would  be  partially  offset  by 
food  stamp  savings  of  $0.1  billion  or  less.  The  net  cost  in  fiscal  year 
1986  would  be  between  $0.2  billion  and  $0.7  billion,  shared  roughly 
equally  by  the  federal  government  and  the  states. 

Assets  limits  could  be  set  at  other  levels  than  those  described 
above.  If  they  were  made  equal  to  those  now  used  for  food  stamps 
($1,500  for  nonelderly  families),  between  10,000  and  85,000  families 
would  participate  in  AFDC.  AFDC  costs  would  increase  by  as  much 
as  $0.3  billion  in  fiscal  year  1986.  Alternatively,  if  the  asset  restric- 
tions were  eliminated,  the  AFDC  caseload  would  grow  by  between 
200,000  and  425,000,  or  5  percent  to  12  percent  of  families  currently 
in  the  program.  AFDC  costs  would  increase  by  between  $0.7  billion 
and  $1.5  billion  in  1986. 

REQUIRE  EMPLOYABLE  AFDC  RECIPIENTS  TO  PARTICIPATE  IN  WORK- 
RELATED  ACTIVITIES 

Current  rules  governing  the  receipt  of  AFDC  require  all  mem- 
bers of  AFDC  families  who  are  at  least  16  years  old  to  register  for 
work  and  training  unless  exempted.  The  Omnibus  Budget  Reconcil- 
iation Act  of  1981  (OBRA)  authorized  states  to  strengthen  these 
rules  by  requiring  certain  recipients  to  work  in  exchange  for  their 
benefits.  In  response  to  this  legislation,  about  half  of  the  states  im- 
plemented some  type  of  employment-related  program,  although  in 
most  cases  the  program  is  not  statewide.  Under  these  "workfare** 
programs,  recipiente  work  for  a  specified  number  of  hours  each 
month,  the  number  depending  on  the  size  of  their  benefit. 

One  option  would  be  to  require  all  states  to  implement  work- 
related  programs  for  AFDC  recipients  on  a  statewide  basis.  Propo- 
nents argue  that  current  AFDC  rules  in  jurisdictions  that  have  not 


'  The  fuod  stamp  asset  limita  are  $1»500  v$3,000  fot  households  with  elderl>  member8>,  exclu- 
biuns  mUude  the  hum&,  personal  itefns  such  as  furniture  and  clothing*  and  some  of  the  cauit^  in 
aui^mubiles.  Because  these  limits  are  above  those  currentl>  used  for  AFDC,  some  families 
denied  AFT>C  belausc  thev  have  too  high  a  value  of  assets  mav  be  eligible  for  food  stamps.  At 
ihb  same  iime»  because  tne  asset  Iimitb  in  this  option  would  De  greater  than  the  food  stamp 
umix»,  nut  ail  farmiies  that  wuuld  becume  eligible  Tm*  AFDC  would  qualify  for  food  stamp  bene^ 

nts. 
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implemented  workfare  allow  recipients  who  could  work  to  choose 
not  to  do  so,  and  that  making  participation  in  workfare  or  related 
programs  a  condition  of  eligibility  would  limit  this  possibility.  Pro- 
ponents also  claim  that  requiring  recipients  to  work  for  their  bene- 
fits would  raise  the  dignity  of  the  recipients,  as  well  as  provide  a 
better  example  for  other  family  members.  Moreover,  they  contend 
that  workfare  would  provide  welfare  recipients  with  opportunities 
to  increase  their  skills  and  credentials  so  that  they  could  become 
self-sufficient. 

On  the  other  hand,  opponents  dispute  man^  of  these  claims. 
Some  view  workfare  as  unnecessary  and  punitive,  arguing  that 
only  a  small  percentage  of  AFDC  recipients  choose  not  to  work. 
Moreover,  they  believe  that  requiring  recipients  to  work  at  as- 
signed jobs  could,  in  itself,  be  demeaning  and  subject  to  abuse.  Op- 
ponents also  question  the  value  of  the  skills  and  credentials  that 
would  result  from  employment  under  these  terms.  They  contend 
that  the  value  of  the  goods  and  services  produced  might  be  low,  rel- 
ative to  the  cost  of  creating  the  jobs  and  supervising  the  partici- 
pants. Many  of  these  issues  are  analogous  to  those  raised  with  re- 
spect to  thi  public  service  employment  components  of  the  former 
Comprehensive  Employment  and  Training  Act. 

It  IS  not  clear  whether  workfare  would  reduce  net  welfare  costs. 
The  net  cost  or  savings  would  depend  on  the  coc»ts  of  administering 
workfare,  its  effects  on  the  welfare  caseload,  and  the  value  of  the 
goods  and  services  produced  by  the  participants.  A  key  issue  is 
whether  workfare  would  reduce  the  number  of  people  receiving 
AFDC— either  in  the  short  run  because  some  recipients  might  vol- 
untarily leave  AFDC  in  preference  to  taking  a  work  assignment,  or 
in  the  long  run  by  equipping  participants  with  skills  and  experi- 
ence that  would  enable  them  to  become  self-sufficient. 

Reliable  information  does  not  yet  exist  to  answer  the  empirical 
questions  raised  by  proponents  and  opponents  of  workfare.  Several 
of  the  work  relatea  demonstration  programs  that  states  established 
in  response  to  the  OBRA  provision  are  currently  being  evaluated. 
These  studies  should  soon  provide  a  much  better  basis  for  assessing 
the  feasibility  and  cost-effectiveness  of  workfare  strategies  than 
now  exists.^2 

UBERAUZE  THE  AFDC  EARNINGS  DEDUCTIONS 

Undtr  current  law,  part  of  an  AFDC  family's  earnings  are  ex- 
cluded v.hen  payment  levels  are  determined.  Benefit  calculations 
deduct  from  income  $75  for  work-related  expenses  monthly  and 
child  care  costs  up  to  $160  monthly  per  child.  In  addition,  during 
the  first  12  months  of  payments,  $30  of  earnings  per  month  are  ex- 
cluded, as  is  one-third  of  remaining  earnings  during  the  first  4 


*^Thc  Manpower  Demonstration  Research  Corporation  <MDRC>  is  evaluating  employment  mi* 
tlatives  for  welfare  recipients  in  eight  states,  using  experimental  designs  m  which  eligible  wei- 
fart  recipients  arc  randomb  assigned  to  workfare  wt  other;  activities  oi  to  control  groups.  Pre- 
liminary findings  for  a  program  in  San  Diego,  CA,  for  example,  indicate  the  feasibility  of  imple- 
menting two  program  modelb  One  program  required  eligible  welfare  appiicanta  to  participate  in 
a  3^weel.  job  search  workshop,  another  required  applicants  who  completed  the  workshop  but 
were  unable  to  find  jobs  to  participate  in  a  1.3-week  unpaid  work  project  See  Barbara  Goldman 
and  other?,  "Findings  from  the  San  Diego  Job  Search  and  Work  Experience  Demonstration. 
MDRC  (March  19S5). 
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months.  The  only  deduction  allowed  from  unearned  income  is  $50 
monthly  in  child  support  payments.  Thus,  a  single  mother  earning 
$500  per  month  and  paying  $200  monthly  for  day  care  for  two  chil- 
dren would  have  countable  income  of  $130  for  the  first  4  months, 
$195  for  the  next  8  months,  and  $225  thereafter  (see  example 
below).  In  this  example,  because  benefits  are  reduced  by  $1  for  each 
$1  of  countable  income,  the  family's  AFDC  payment  would  de- 
crease by  $65  after  4  months  and  by  another  $30  after  12  months. 

Current  Treatment  of  Earnings  Deductions  in  AFDC 

This  example  assumes  a  family  composed  of  a  single  mother  with 
two  children,  earning  $500  per  month  and  paying  $200  monthly  for 
day  care.  Maximum  AFDC  benefits  for  such  a  family  are  assumed 
to  be  $327. 

Months  of  employment 


1  to  4        5  to  12       Over  12 


Calculation  of  countable  income: 

Gross  earnings   $500  $500  $500 

Less  deductions: 

Work-related  expenses   -75  -75  -75 

Daycare   -200  -200  -200 

$39  (first  12  months)   -30  -30   

%  (first  4  months)   -65  

Countable  income   130  195  225 

Calculation  of  AFDC  benefits: 

Maximum  AFDC  payment   327  327  327 

Less  countable  income   -130  -195  -225 

AFDC  benefits   IV  132  102 


While  an  option  to  allow  workers  to  retain  more  of  their  earn- 
ings could  be  framed  many  ways,  the  particular  form  considered 
here  would  change  the  work  expense  deduction  to  20  percent  of 
gross  earnings  up  to  a  maximum  deduction  of  $175;  cap  the  month- 
ly  child  care  deduction  at  $320,  and  raise  the  amount  of  earned 
income  excluded  to  $50  per  month  and  one-fourth  of  additional 
earnings  without  any  time  limit.  The  entire  value  of  the  earned 
income  tax  credit  (EITC)  and  the  first  $50  of  monthly  unemploy- 
ment compensation  would  be  subtracted  from  income  as  well.  Fi- 
nally, the  gross  income  limit  of  185  percent  of  each  state's  need 
standard  would  be  removed. 

Increasing  the  amount  of  earnings  that  is  not  counted  in  calcu- 
lating benefits  could  give  AFDC  families  a  greater  incentive  to 

^This  option  reflects  the  provisions  of  H.R.  4920.  In  addition,  the  "$50  and  one- fourth"  deduc 
tion  would  apply  in  ihe  eligibility  determination  as  well  a*  the  benefit  calculation.  Currently, 
eii«ibiijity  requircmenu*  are  that  gross  luuvm©  be  less  than  185  percent  of  the  ttate  need  «tand 
ard  and  thai  cuuniabie  incume  before  deducting  the  $3C  and  unfr  third  i*  aldo  less  than  the  itatc 
need  standard.  Only  after  cligibjlitv  ia  determined  is  the  ^30  and  one  third  deduction  used  to 
calculate  benefita.  It  should  be  noted,  howevei,  that  the  eligibility  calculation  Is  made  only  when 
the  family  enters  the  program. 


ERLC 


321 


301 


work,  since  they  would  be  allowed  to  retain  a  larger  fraction  of 
earnings  as  a  net  income  gain.  To  the  extent  that  AFDC  families 
would  work  and  earn  more  as  a  result,  this  would  lead  to  lower 
program  costs  as  earnings  would  replace  some  benefits.  Changing 
the  work  expense  deduction  to  a  percentage  of  earnings  would  re- 
flect more  accurately  some  costs  of  working— namely,  payroll  and 
income  taxes,  which  have  become  increasingly  important  for  the 
poor  Removing  the  time  limit  on  the  general  earnings  deductions 
would  eliminate  the  reduction  in  benefits  that  occurs  after  4 
months  and  again  after  12  months  that  is  imposed  on  working  fam- 
ilies—but not  on  those  who  do  not  work.  Finally,  dropping  the 
gross  income  eligibility  requirements  would  recognize  that  some 
families  with  high  gross  incomes  are  in  need  of  assistance  because 
of  higher  than  normal  expenses  or  because  of  large  family  size. 

The  option  can  be  criticized  on  a  variety  of  grounds.  First,  it  can 
be  argued  that  work  expense  deductions  ought  to  be  only  for  actual 
expenses,  not  a  fraction  of  income.  Because  circumstances  differ 
among  families,  a  fixed  percentage  deduction  can  overstate  costs 
for  some  and  understate  them  for  others.^^  Second,  along  similar 
lines,  capping  the  child  care  deduction  denies  exclusion  of  costs 
that  large  families  incur  in  obtaining  care  for  many  children.  Such 
families  could  be  discouraged  from  obtaining  jobs  if  full  child  care 
costs  were  not  deductible.  Finally,  critics  argue  that  recent  evi- 
dence about  the  effects  of  reducing  earnings  disregards  in  1981  in- 
dicates that  the  disregards  may  actually  be  work  disincentives.^^  If 
so,  increasing  the  disregards  may  actually  make  working  families 
more  dependent  on  welfare. 

Except  for  the  "$50  and  one-fourth"  earnings  deduction,  the  pro- 
visions of  this  option  would  individually  have  only  small  budgetary 
effects.  Table  3-2  summarizes  the  state  and  federal  costs  of  each 
part  of  the  option  and  of  the  entire  package.  The  total  fiscal  year 
1986  cost  would  be  about  $0.5  billion,  somewhat  over  half  of  which 
would  be  attributable  to  the  $50  and  one-fourth  deduction  alone. 
Increased  AFDC  benefit  costs  would  be  $385  million  and  Medicaid 
costs  would  rise  by  $175  million,  while  reduced  food  stamp  benefits 
would  save  the  federal  government  about  $100  million.  The  latter 
savings  would  limit  the  federal  share  of  the  incremental  cost  to  43 
percent.  , 


Married  couple^  with  two  children  and  earningb  at  the  poverty  hnc  now  pay  over  10  percent 
of  their  income  in  Federal  income  and  pavroll  taxeb.  In  1978,  the  comparable  value  was  4  oer- 
cent.  (WCMP  98-15,  p.l51) 

"The  same  objection  could  be  raised  against  the  current  work  expense  deduction  a*  well.  The 
proposed  deduction  is  probably  a  more  accurate  reflection  of  co^ts  than  is  current  law. 

*Mt  was  found  that  "  people  leaving  the  welfare  rolls  after  the  (198b  cuts  were  actually 
lesii  likely  to  return  to  welfare  than  people  who  had  left  the  rolls  when  ail  the  work  incentives 
were  still  in  place  "  Nicholas-  Lemann,  "The  Culture  of  Poverty/'  Atlantic  Monthly  (September 
1984^  p.  38. 
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TABLE  3- 2. -COSTS  OF  INCREASING  DEDUCTIONS  FROM  INCOME,  FISCAL  YEAR  1985 

[In  millions  of  dollars] ' 


Costs 


Change 

Federal 

State 

Total 

Deduct  20  percent  of  gross  earnings  up  to  $175  per 

20 

35 

15 

Cap  a  family's  cliild  care  deduction  at  $320  per 

(') 

Deduct  $50  and  one-fourtli  of  net  earnings  

105 

130 

235 

Eliminate  gross  income  limit  

10 

15 

25 

Disregard  EITC  

5 

10 

15 

Disregard  $50  of  montlily  unemployment  compensa- 
tion  

15 

15 

30 

Total  3  

195 

260 

455 

'  Costs  are  for  AFDC,  Medicaid,  and  food  stamps. 
^Less  than  $5  million. 

^  Total  costs  are  greater  than  the  sum  of  the  separate  provisions  because  of  interactions  among  them. 
Source:  Congressional  Budget  Office. 

There  would  be  losers  as  well  as  gainers  among  current  recipi- 
ents.  Families  with  earnings  below  $375  per  month  would  be  ad- 
versely affected  by  the  change  in  the  work  expense  deduction, 
while  those  with  higher  earnings  would  gain.  The  shift  in  the  earn- 
ings deduction  from  $30  and  one-third  to  $50  and  one-fourth  would 
generate  higher  benefits  for  families  with  earnings  (net  of  work  ex- 
pense and  child  care  deductions)  below  $210  and  lower  benefits  for 
those  with  higher  earnings.^^  In  addition,  eliminating  the  time 
limit  on  eatings  deductions  would  raise  benefits  for  families  that 
have  had  earnings  for  4  consecutive  months  while  in  the  program. 
The  child  care  expense  cap  would  reduce  AFDC  payments  for  fami- 
lies w  ith  expenses  above  $320  per  month.  If  all  the  deduction  op- 
tions were  implemented,  about  60,000  families  would  lose  an  aver- 
age of  roughly  $15  per  month  in  benefits  in  1986,  while  over 
150,000  families  would  have  their  benefits  increased  by  $69  per 
month  on  average. 

The  new  provisions  would  also  make  more  families  eligible  for 
AFDC,  primarily  because  of  the  $50  and  one-fourth  deduction.  An 
estimated  190,000  families  would  enter  the  program  and  receive 
monthly  benefits  averaging  $116.  Because  recipients  have  incomes 
that  are  generally  far  below  poverty  thresholds,  there  would  be 
little  effect  on  poverty  rates.  The  poverty  gap  would  be  reduced  by 
about  1  percent,  or  roughly  $0.2  billion.  Table  3-3  summarizes 
these  effects. 


This  would  be  true  oni>  during  the  firet  4  months  of  work,  since  the  one-third  reduction 
currently  is  available  only  during  that  period. 
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TABLE  3-3  -ESTIMATED  EFFECTS  OF  LIBERALIZING  EARNINGS  DISREGARDS  ON  BENEFITS 
OFAFDC  FAMILIES,  FISCAL  YEAR  1986 

^^"^■''^  greeted 


Percent  of  nwwilhTv 
Number       affected  S 
families  ^"^"^^ 


Gainers: 

Current  AFDC  families   155,000  38  $69 

New  AFDC  families   190,000  47  116 

All  gainers   345,000  85  95 

Losers-. 

Current  AFDC  families   60,000  15  -15 

All  affected  families: 

Current  AFDC  families   215,000  53  46 

New  AFDC  families   190,000  47  116 

All  AFDC  families   405,000  100  79 


Source:  Congressional  Budget  Office. 


RAISE  FEDERAL  MATCHING  RATE  ON  NEW  BENEFIT  INCREASES 

Between  1970  and  1985,  the  real  value  of  AFDC  benefit^  fell  as 
states  failed  to  increase  payment  levels  in  line  with  inflation.  In  13 
states,  maximum  benefit  levels  declined  by  at  least  40  percent  in 
real  value,  and  in  the  median  state  the  real  value  decreased  by  33 
percent.  Only  three  states— California,  Maine,  and  Wisconsin- 
raised  benefits  by  as  much  as  the  change  in  the  CPI.  Table  3-4 
shows  changes  in  AFDC  benefit  levels  between  1970  and  1985. 

This  option  would  encourage  states  to  maintain  real  AFDC  bene- 
fits by  reducing  the  state  matching  rate  by  30  percent  for  any  in- 
creases made  after  a  selected  date.  For  example,  if  the  state  match- 
ing rate  '^as  40  percent,  the  matching  rate  for  benefit  increases 
would  be  28  percent.  Because  of  the  interaction  between  AFDC  and 
food  stamps,  states  currently  bear  more  than  their  matching  rate 
share  of  the  costs  of  providing  higher  AFDC  benefits.  A  $20  AFDC 
increase  reduces  food  stamp  benefits  by  $6,  so  the  net  gain  to  re- 
cipients is  $14;  if  the  state  matching  rate  is  50  percent,  the  state's 
costs  are  raised  by  $10— half  of  $20— while  the  federal  cost  for 
AFDC  and  food  stamps  combined  climbs  only  $4.  The  effective  state 
matching  rate  is  thus  71  percent,  or  21  percentage  points  above  the 
statutory  maximum  of  50  percent.^^ 

Reducing  the  state  matching  rate  on  benefit  increases  by  30  per- 
cent would  make  the  effective  matching  rate  equal  to  the  statutory 
rate     Lowering  their  costs  of  raising  benefit  levels  might  make 


^•Of  the  $14  increase  in  purchasing  power  for  the  recipient.  71  percent  (=$10/$14>  comes 
from  the  state  and  on.'v  29  percent  (=$4/$14)  from  the  federal  government. 

In  the  example  given,  the  effective  state  matching  rate  on  the  benefit  increase  would  be  35 
percent.  30  percent  less  than  the  original  matching  rate  of  50  percent  (35  percent =0.7  a  60  per* 


centJ  The  federal  government  would  then  pay  $13  (-65  percent  of  $20)  for  AFDC  and  save  $6 
(=30  percent  of  $20)  on  food  stamps  for  a  net  cost  of  $<,  while   le  state  v  " 


.  -  ^   -   --  .  ,  would  pay  $7  (=36 

percent  of  $20)  more  for  AFDC. 
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states  more  willing  to  do  so.  To  the  extent  that  this  was  done,  poor 
families  with  children  would  be  better  protected  against  inflation. 

TABLE  3-4.-CHANGES  IN  MAXIMUM  AFDC  BENEFITS  FOR  A  FOUR-PERSON  FAMILY,  BY 

STATE,  1970  TO  1985 

hih;  iQ7n      hn.nrv  iQRR  Changes  (percent) 


Alabama  

Alaska  

Arizona  

Arkansas  

California  

Colorado  

Connecticut  

Delaware  

District  of  Columbia., 
Florida  


Hawaii  

Idaho  

Illinois  

Indiana....  

Iowa  

Kansas  

Kentucky  

Louisiana  

Maine  

Maryland  

Massachusetts  

Michigan  ^  

Minnesota  

Mississippi  

Missouri  

Montana  

Nebraska  

Nevada  

New  Hampshire  

New  Jersey  

New  Mexico  

New  York  2  

North  Carolina  

North  Dakota  

Ohio  
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Current  ( 

lollars 

Constant  dollars 

911/ 

Oi 

—00 

0/0 

oUU 

ilO 

91 
—  Li 

167 

282 

i>9 

-38 

100 

191 

',11 

-29 

991 

bbU 

in 

lU 

9QR 

70 

—  04 

ooU 

bob 

0^ 

9Q 

187 

336 

80 

-34 

238 

399 

68 

-38 

1  OA 

OQA 
LOH 

119 

99 

loo 

o4 

oco 
^00 

C)4b 

mo 
lUo 

00 
—  CO 

242 

344 

42 

-48 

282 

368 

30 

-52 

loU 

QIC 

olb 

111 
ill 

99 

79 

—Ob 

OAA 

yioo 

70 

—Ob 

187 

246 

32 

-51 

109 

234 

115 

-21 

lOo 

4b0 

177 
1// 

9 
L 

lob 

o/b 

09 

9Q 

7}A 
Ol4 

4do 

Al 
4/ 

A^ 

263 

512 

95 

-28 

299 

611 

104 

-25 

7n 

/u 

190 
lev 

71 

—37 

130 

308 

137 

-13 

228 

425 

86 

-31 

200 

420 

110 

-22 

143 

279 

95 

-28 

294 

429 

46 

-46 

347 

443 

28 

-53 

182 

313 

72 

-37 

336 

566 

68 

-38 

158 

244 

54 

-43 

261 

454 

74 

-36 

200 

360 

80 

-34 
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TABLE  3-4.-CHANGES  IN  MAXIMUM  AFDC  BENEFITS  FOR  A  FOUR-PERSON  FAMILY,  BY 
STATE,  1970  TO  1985~Continued 


July  1970      January  1985  Changes  (percent) 

benefit  benefit       current  dollars    Constant  dollars 


Oklahoma  

Oregon  

Pennsylvania ... 
Rhode  Island.... 

South  Carolina. 
South  Dakota .. 

Tennessee  

Texas....  

Utah  

Vermont  

Virgina  

Washington  

West  Virginia..., 

Wisconsin  

Wyoming  


Median  State 


1  nr 

185 

349 

89 

-30 

225 

468 

108 

-23 

313 

444 

42 

-48 

263 

2547 

108 

-23 

103 

229 

122 

-18 

300 

371 

24 

-54 

129 

168 

30 

-52 

179 

201 

12 

-59 

212 

425 

100 

-26 

304 

622 

105 

-24 

261 

379 

45 

-46 

303 

561 

85 

-32 

138 

249 

80 

-33 

217 

636 

193 

-8 

227 

310 

37 

-50 

221 

379 

81 

-33 

1  Michigan  data  are  for  Detroit  only. 

2  New  York  data  are  for  New  York  City  only. 

3  Winter  rate  (November  through  April).  Summer  rate  was  $440  in  1984. 
<  Among  50  states  and  the  District  of  Columbia. 

Sources  U,S  House  of  Representatives,  Committee  on  Ways  and  Med.i;>,  Background  Material  and  Data  on 
Programs  within  the  Jurisdiction  of  the  Committee  on  Ways  and  Means, '  Committee  Print  99-2  (Feb.  22, 
1985).  pp.  352-353,  and  Congressional  Budget  Office. 

At  the  same  time,  the  higher  federal  matching  rate  would  pro 
vide  a  windfall  gain  to  states  that  would  have  raised  their  benefits 
anyway,  the  federal  government  would  pay  30  percent  of  the  addi- 
tional costs  that  would  otherwise  have  been  borne  by  the  states. 
Further,  this  option  might  lead  to  wider  variation  in  benefit  levels 
across  states,  since  some  states  would  still  be  more  likely  to  raise 
benefits  than  others.  If  the  goal  is  to  ensure  that  real  benefit  levels 
are  maintained  or  that  benefits  are  more  uniform,  a  more  direct 
approach  such  as  mandatory  minimum  real  benefit  levels  or  a  na- 
tional  minimum  (see  above)  might  be  more  effective  and  less  costly. 

Since  the  reactions  of  the  states  are  unknown,  the  effects  of  this 
option  are  impossible  to  predict  with  confidence.  It  is  likely,  howev- 
er, that  states  would,  at  a  minimum,  continue  to  raise  nominal 
benefit  levels  at  the  same  rate  they  have  in  the  past,  on  that  as- 
sumption, a  minimum  estimate  of  costs  can  be  made.  Under  this 
scenario,  there  would  be  no  effect  on  AFDC  recipients,  but  part  of 
the  state  share  of  program  costs  would  be  shifted  to  the  federal 
gc  vernment.  A  maximum  estimate  of  costs  can  be  made  by  assum- 
ing that  states  would  respond  to  the  higher  federal  matching  rate 
by  raising  benefits  faster  than  in  the  past— for  example,  by 
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amounts  that  would  leave  their  costs  unchanged.  Under  these  sce- 
narios, and  assuming  implementation  in  fiscal  year  1986  for  benefit 
increases  relative  to  December  1983  levels,  federal  costs  would  rise 
by  between  $0.1  billion  and  $0.1  billion  in  1986,  rising  to  between 
$0.4  billion  and  $0.9  billion  by  1990.  States  would  save  as  much  as 
$0.1  billion  in  1986  and  $0.4  billion  in  1990. 

Because  of  the  nature  of  this  option,  the  effects  on  AFDC  recipi- 
ents cannot  be  estimated  with  any  degree  c^f  accuracy.  Some  states 
would  likely  raise  benefits  more  than  otherwise,  while  others 
would  not,  and  it  is  impossible  to  predict  which  states  would  follow 
which  course.  The  most  that  can  be  concluded  is  that  some  families 
would  benefit,  although  their  numbers  and  the  size  of  their  pay- 
ment increases  cannot  be  estimated. 

COMPARISON  OF  AND  INTERACTIONS  AMONG  AFDC  OPTIONS 

While  most  of  the  options  discussed  above  would,  on  average,  in- 
crease either  the  number  of  recipients  or  average  benefit  levels  or 
both,  their  costs  and  effects  would  vary  widely.  If  more  than  one 
option  was  implemented,  interactions  between  them  could  magnify 
both  the  costs  and  effects. 

Table  3-5  compares  the  costs  and  effects  of  specific  options.  The 
most  comprehensive^and  most  expensive— option  would  be  to  es- 
tablish minimum  benefit  levels.  This  alternative  would  aid  all  cur- 
rent recipients  in  low-benefit  states  and  would  enable  many  low- 
income  families  not  now  eligible  for  AFDC  to  collect  benefits.  Ex- 
tending eligibility  to  all  low-income,  two-parent  families,  regardless 
of  employment  status,  would  result  in  the  greatest  increase  in  re- 
cipients, as  an  estimated  450,000  families  would  join  the  program. 
That  option  would  have  the  highest  cost  per  affected  family,  be- 
cause recipients  would  also  be  newly  eligible  for  Medicaid  benefits. 
Changing  earnings  deductions  as  specified  here  would  affect  about 
the  same  number  of  families,  but  would  yield  smaller  benefit 
changes  for  affected  families  and  would  cause  some  families  to  lose 
benefits.  The  changes  in  deductions  would  have  mixed  effects  on 
AFDC  payments,  with  some  provisions  targeting  benefits  toward 
recipients  with  low  earnings  and  others  targeting  benefits  toward 
families  with  higher  earnings.  With  the  exception  of  completely 
eliminating  asset  limitations,  the  other  options  would  generally 
affect  smaller  groups  and  have  lower  costs. 
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TABLE  3-5.-C0MPARIS0N  OF  AFDC  OPTIONS 


Number  of  farnilics      Average  benefit  change      Rscal  year  1986  cost  (billions)  >  Chance  in 

aficcted  (millions)        {6om  per  month)   Ihe  official 

Option                       Affected  families  eap  for 

Current       Nevy       Current       New       Federal       State        Total  ""!?!^ 

families      families      families      families  with 

children 

  (billions) 


Minimum  benefit: 

60  percent  of  poverty  Categorically  eliglole  families  in 

low-benefit  states. 

65  percent  of  poverty  do  

70  percent  of  poverty  do  

Extend  benefits  to  two-parent 
families: 

All  slates,  current        Two-parent  families  with 
eligibility  rules.  unemployed  earners  in  non- 

AFDC-UP  states. 
All  poor  families,         Two-parent  families  not 
regardless  of  currently  eligible  due  to 

employment  status.       employment  status  or  living 
in  non-AFDC-UP  states. 
Liberalize  asset  limitations:      Low-income  families  with 

assets  above  current  limits: 

$2.250  

Current  food  stamp  limits  

No  limits  


1.6 

0.1 

$89 

$195 

NA 

NA 

NA 

-$1.6 

2.2 
2.3 

0.2 
0.3 

111 
160 

197 
208 

$1.3 
NA 

$1.4 
NA 

$2.7 
NA 

-2.7 
-3.9 

0 

0.1 

228 

0.2 

0.2 

0.4 

-0.1 

0 

0.4  .... 

397 

1? 

0.2 

1.5 

-0.6 

0 
0 
0 

{')   

(')   

0.2-0.4 

326 
NA 
NA 

0.1-0.3 
0.4-0.8 

0.1-0.4 
0.3-0.7 

0.2-0.7 
(*) 
0.7-1.5 

NA 
NA 
NA 
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TABLE  3-5.-C0MPARIS0N  OF  AFDC  OPTIONS-Continued 


Number  of  families 
affected  (mite) 


Avcraw 


(dollars 


I  benefit  change 
;  per  month) 


Fiscal  year  1986  cost  (billions) ' 


Affected  families 


Current 

families 


families 


Current 

fan:ilies 


New 
families 


Federal 


State 


Total 


usance  in 
the  ontcial 
poverty 
gap  for 
families 
with 
children 
(biilions) 


Require  employable 
recipients  to 
participate  in  work- 
related  activities. 

Liberalize  earnings 

deductions. 
Reduce  state  matching 

rates  for  benefit 

increase. 


All  recipient  families  v/ith  (^) 
employable  members  not 
now  working  and  not 
otherwise  exempted  from 
v/ork. 

Primarily  families  with  earnings..    « 0.2 

Unknown  since  state  behavior      ®  -3.7 
cannot  be  predicted. 


(5)  (5)  (5)  (5)  (5)  (6)  (5) 

0.2  ^  69  116  0.2  0.3  0.5  -0.2 
NA       0-7        NA    0.1-0.2       (»)     0-0.2  NA 


^  Combined  budgetary  effects  of  changes  in  AFDC,  food  stamps,  and  Medicaid. 
2  Less  than  lOO.OOD. 
« 1^  than  $200  miPion. 

*  1^  than  $300  miiiion. 

» Costs  and  effects  of  this  option  cannot  be  estimated  because  of  lack  of  data, 
«  155,000  current  recipients  would  gain  benefits,  while  6O.C00  would  get  (ess. 

'  Average  benefit  increase  for  those  current  rec'prents  whose  benefits  rise.  Rec-p-ents  rttr?^  berc*ib  would  fall  would  lose  an  average  of  $15  per  month. 

•  Less  tnan  3.7  milfi&n. 
^  Savings  of  up  to  $100  million. 


NA  =  not  available, 
S«««rce:  Congressional  Budget  Office  estimates 
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Table  3-6  compares  the  costs  and  effects  of  various  combinations 
of  AFDC  options.  Interactions  among  the  options  would  cause  costs 
and  effects  to  be  larger  than  the  sum  of  the  individual  ones.  For 
example,  if  the  minimum  benefit  option  was  enacted  at  the  same 
time  as  the  options  to  extend  AFDC  eligibility  to  all  two-parent 
families  and  to  change  deductions,  the  higher  benefits  and  in- 
creased deductions  together  would  allow  about  0.5  million  more 
families  to  join  the  program.  In  1986,  AFDC  costs  would  be  roughly 
$1  1  billion— or  about  22  percent— greater  than  the  sum  of  the 
costs  of  the  three  options  taken  alone. 


TABLE  3-6  -ESTIMATED  TOTAL  COSTS  AND  EFFECTS  OF  SELECTED  COMBINATIONS  OF 

AFDC  OPTIONS 

[Fiscal  year  1986] 


Increase  in  AFIX)  costs 
(biliions) 


Combination  of  options 


Sum  of 
individual 
options 


Combination 


Families  affected  (millions) 
options  o^oP*'^ 


Minimum  benefit  equal  to  65  percent  of 
poverty  and  all  two-parent  families 

eligible                                 $4.5  $4.7        2.8  2.9 

All  of  above  plus  increasing  deductions           4.9  6.0        3.2  3.7 

All  of  above  plus  liberalizing  asset  re- 
strictions                                5.3  6.4        3.3  38 

All  of  above  plus  reducing  States'  match- 
ing needs  for  benefit  increases               5.5  6.7       13.3  13.8 

'  Because  of  uncertainty  about  the  effects  of  the  proposal  to  reduce  states  financing  scares,  a  (s  not 
possible  to  est^mate  fioiv  many  additional  families  would  be  made  better  off. 
Souice.  Congressional  Budget  Office 


The  Earned  Income  Tax  Credit 

The  present  earned  income  tax  credit  was  introduced  as  a  tempo- 
rary provision  with  the  Revenue  Adjustment  Act  of  1975  and  was 
made  permanent  in  1978.  It  is  available  onl>  to  low-income  taxpay- 
ers. The  credit  is  intended  to  provide  a  work  incentive  and  to  offset 
the  burden  of  Social  Security  payroll  taxes  on  these  workers,  in- 
cluding the  working  poor  who  have  no  federal  individual  income 
tax  liability.  This  objective  is  achieved  by  making  the  credit  re- 
fundable.^^ Perhaps  the  most  important  aspect  of  the  current 
earned  income  tax  credit  is  it^  restriction  to  families  with  children. 
This  is  partly  to  limit  the  cost  of  the  credit,  thus  allowing  a  larger 
credit  to  eligible  families  with  children.  This  restriction  also  tar- 
gets benefits  to  those  most  likely  to  be  on  welfare. 


""Rffundable  tax  cre<iik  ar  payable  reRardle5>s  of  other  iwi  Labilities.  Thus,  taxpaven*  with 
incomes  loo  low,  to  owt  taxes  nave  the  full  value  of  refundable  credits  paid  to  tne'm  if  they 
file  tax  returns  Nonrefundable  ^.redits  *n  vontro&t,  can  Mnl>  be  u^ed  to  offki  positive  tax  iiabil- 
ities.  thej"  sorve  only     reduce  the  tax  tv  iivro.  and  the  exceg«  above  the  tax  liabililty  is  lost. 


330 


310 


Under  current  law,  certain  individuals  or  couples  with  children 
are  allowed  a  refundable  tax  credit  equal  to  11  percent  of  the  first 
$5,000  of  their  earnings,  to  a  maximum  credit  of  $550.^  'xhn  credit 
is  phased  out  evenly  as  earnings  rise  between  $6,500  and  $11,000.^^ 
The  amount  of  the  credit  is  independent  of  the  number  of  children 
in  the  household,  once  the  required  qualifying  child  is  present.  In 
real  terms,  the  maximum  credit  is  considerably  lower  than  it  was 
in  1979,  and  because  of  rising  nominal  earnings,  many  fewer  fami- 
lies now  qualify  for  it  than  did  5  years  ago.  Table  3-^7  shows  the 
current  distribution  of  EITC  benefits. 


TABLE  3-7.  ESTIMATED  DISTRIBUTION  OF  EARNED  INCOME  TAX  CREDITS  BY  POVERTY 
STATUS  AND  NUMBER  OF  CHILDREN,  CALENDAR  YEAR  1983 


Family  characteristics 

Number  of  EITC 
recipients 
(millions  of 
families) 

Average  amount 
of  EITC  (per 
year) 

Cost  of  EITC 
(billions) 

All  families  

5.7 

$260 

$1.5 

Income:  ^ 

Less  than  100  percent  of  poverty  line  .. 

3.2 

270 

.9 

Between  100  percent  and  150  percent 

poverty  line  

1.4 

260 

.4 

Greater  tnan  150  percent  of  poverty  line .. 

1.2 

250 

.3 

Number  of  children  under  18: 

0  2  

.7 

250 

.2 

1  

2.2 

260 

.6 

2  

1.6 

260 

.4 

3  

.8 

260 

.2 

4  or  more  

.5 

270 

.1 

» Income  in  relation  to  the  Bureau  of  the  Census  poverty  thresholds  in  1983. 
2  These  families  contain  qualifying  children  aged  18  and  over. 

Source.  Congressional  Budget  Office  simulations  jsing  1983  incomes  and  I38C  tax  law  measured  in  1^83 
dollars;  based  on  the  Marcli  1984  Current  Population  Survey. 


The  EITC  may  have  some  unintended  effects  on  the  willingness 
of  eligible  families  to  work,  while  families  with  ver>'  low  inconies 
may  be  induced  to  work  more,  those  with  somewhat  higher  in- 
comes may  choose  to  work  less.  For  recipients  with  earnings  below 
$5,000,  the  EITC  effectively  raises  wage  rates  by  11  percent.  Be- 
cause this  increases  the  amount  of  Income  forgone  by  not  working, 
it  may  cause  some  recipients  to  work  more  hours.  On  the  other 
hand,  recipients  with  incomes  above  $6,500  may  choose  to  work 


*  To  receive  the  credit,  a  married  couple  must  Hie  a  joint  return  and  qualify  for  a  dependency 
exempliua  hi  a  natural,  adopted,  or  stepchild  Heads^  of  llou^ehold  also  qualify  if  their  h0uM^ 
hold  inciude»  a  child  or  descendant  of  a  child,  ihe  child  or  descendant  mu^t  be  eithei  unmarried 
or  a  dependent  by  the  dependency  exemption  dennition.  There  ib  no  limitation  on  the  age  of  the 
child. 

'^The  preci&e  credit  also  depends  on  adjusted  gross  income  lAGl]  If  AGI  i»  less  than  $6,500, 
the  credit  ib  II  percent  of  earnings  if  earnings  are  less  than  $5,000,  5550  if  earnings  are  between 
fc.OOO  and  $6,500,  and  $550  less  12^  percent  of  earnmijb  if  earnings  are  between  $6,500  and 
$U,000.  If  AGI  IS  greater  than  $6,500  and  le&d  than  $11,000,  the  credit  is  either  that  described  m 
the  preceding  bentence.  or  determined  by  MmJar  c^Icuiationb  replacing  eaming:»  with  AGI, 
whicnever  is  less.  Finally,  if  AGI  exceeds  $11,000,  no  credit  is  available. 
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less,  because  additional  earnings  cause  their  EITC  payments  to  fall 
An  eligible  family  with  earnings  of  $8,000,  for  example,  has  its 
EITC  payment  reduced  to  $1.10  when  its  earnings  rise  by  $9.  Be- 
cause it  will  net  only  $7.90  out  of  the  $9,  the  family  may  elect  not 
to  work  the  extra  hours.  Moreover,  other  taxes  magnify  this  work 
disincentive.^^ 

Use  of  the  ETIC  to  aid  working  families  with  children  promotes 
three  goals.  First,  it  helps  poor  children  by  providing  greater  re- 
sources to  their  families.  Second,  because  married  couples  can  qual- 
ify  for  the  credit,  there  is  no  incentive  for  families  to  split  up  in 
order  to  be  categorically  eligible  for  the  credit.^*  Finally,  poor  fam- 
ilies with  earnings  below  $5,000  may  have  an  increased  incentive  to 
work,  since  the  EITC  raises  their  earnings  by  as  much  as  11  per- 
cent.^ ^  Because  aid  is  given  only  to  low-income  families  who  work, 
the  benefits  are  targeted  on  families  trying  to  help  themselves. 

The  EITC  can  be  criticized  on  various  grounds,  however.  First,  as 
noted  above,  the  credit  may  be  a  significant  work  disincentive  for 
families  with  earnings  above  $6,500.  Second,  because  it  rises  with 
earnings  up  to  the  current  maximum  of  $550,  the  credit  provides 
less  assistance  to  the  poorest  families  than  to  families  with  earn- 
ings near  $5,000.  Third,  the  credit  is  no  greater  for  large  families 
than  for  small  ones,  the  presence  of  one  child  qualifies  a  family  for 
the  credit,  and  additional  children  do  not  affect  its  value.  Fourth, 
the  credit  is  given  only  to  those  who  file  tax  returns.^^  Families 
whose  incomes  are  too  low  to  generate  tax  liability  do  not  have  to 
file  returns,  and  therefore  could  well  not  benefit  from  the  credit. 
Finally,  unless  families  arrange  with  employers  to  reduce  income 
tax  withholding  or,  for  those  for  whom  little  or  nothing  is  withheld, 
employers  are  willing  to  "pay**  the  EITC  throughout  the  year  by 
increasing  paychecks,''''  the  credit  comes  as  a  single  payment  when 
annual  tax  returns  are  filed.  For  families  that  need  resources  to 
cover  week  to-week  expenses,  such  lump  sum  payments  may  be  less 
helpful. 

The  EITC  could  be  modified  in  four  ways.  First,  it  could  be  fixed 
in  real  value  by  indexing  the  turning  points—the  income  leveb  at 
which  the  credit  becomes  constant,  starts  to  decline,  and  disap- 
pears. A  second  approach  would  be  less  permanent,  making  one- 
time changes  in  the  turning  points  so  that  more—or  fewer— fami- 
lies would  be  eligible  for  the  credit.  Alternatively,  the  percentage 
of  earnings  allowed  as  a  credit  could  be  changed  to  increase  the 
value  of  the  credit  to  current  recipients  only.^^  Finally,  either  the 


^^Fur  example,  a  married  «.uuple  with  two  chjldren  and  $^^,000  m  earnings  la  subject  to  an  11 
pt-rtent  *ncome  tax  rate-  and  a  *  percent  pa>roIl  tax  rate  in  addition  to  the  12.2-percent  EITC 
reductiun  a  total  tax  rate  of  over  30  percent  If  the  famil>  is  also  getting  food  stamps,  it  will 
fact  effectively  anothei  Z  \  G  percent  tax  as  foud  t>tamp&  are  cut  when  the  family  a  cash  income 
rises 

'**  Incentives  to  Mrparatt  mav  exi&t  fui  some  families,  however.  See  the  discussion  in  this  sec- 
tion 

Again,  however,  this  may  not  always  be  the  case.  See  footnote  33  above. 

It  is  not  known  what  percentage  of  eligible  families  receives  the  credit. 

Current  law  allows  employers  to  include  advance  EITC  payments— equal  to  the  estimated 
value  of  the  EITC  in  workers'  paychecks.  In  general,  however,  employers  have  not  shown  a 
^rk:ai  WiDingnesit  Ut  d*.  fco.  «nd  workers  may  havt  an  understandable  reluctance  lo  insist  on  get- 
tinK  the  payments  through  then  employers  Only  about  0.1  percent  of  the  EITC  recipients  re- 
ceived advance  EITC  pavmentfi  in  the  1982  tax  year, 

***  If  lhi.s  were  done,  however ,  either  the  phase-out  rate  would  also  have  to  be  raised,  or  the 
income  level  at  which  the  credit  falls  to  zero  would  have  to  be  greater. 
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turning  points  or  the  percentage  could  vary  with  the  number  of 
children  in  the  tax  filing  units  in  order  to  give  greater  assistance 
to  larger  families.  Examples  of  these  possibilities  are  discussed  in 
greater  detail  below. 

Return  the  EITC  to  its  1979  real  value  and  index 

This  option  would  increase  the  credit  so  that  families  with  the 
same  earnings— corrected  for  inflation— as  they  had  in  1979  would 
get  the  same  credit— again  corrected  for  inflation— as  they  received 
in  the  earlier  year.  The  earnings  levels  at  which  the  credit  becomes 
constant  and  turns  down  would  be  indexed  to  the  CPL  In  1986,  this 
would  require  that  the  EITC  be  set  at  10  percent  of  the  first  $8,180 
of  earnings,  at  a  constant  $818  for  earnings  between  $8,180  and 
$9,820;  and  gradually  phased  out  for  earnings  (or  AGI)  betweer.\ 
$9,820  and  $16,360.  For  families  with  earnings  below  $5,500,  the 
credit  would  decline— by  as  much  as  9  percent— since  the  1985  in- 
crease in  the  credit's  percentage  from  10  percent  to  11  percent 
would  be  rescinded.  Families  with  earnings  between  $5,000  and 
$11,000  would  get  larger  credits  than  unaer  current  law,  by  as 
much  as  $674,  the  largest  increase  would  go  to  families  with  the 
highest  incomes.  Eligibility  for  the  credit  would  be  extended  to 
families  with  earnings  between  $11,000  and  $16,360,  with  the 
amount  of  the  credit  falling  from  $670  to  zero  as  earnings  rise.  The 
cost  of  the  EITC  for  1986— revenue  reduction  plus  outlay  in- 
crease—would be  about  $2.6  billion  greater  than  under  current 
law.  Because  this  provision  would  be  indexed  and  current  law  is 
not,  the  additional  cost  would  rise  over  time. 

This  option  would  prevent  the  EITC  losing  value  over  tiirie  as  a 
result  of  inflation,  and  would  therefore  provide  a  constant  incen- 
tive for  low-income  families  to  hold  Jobs.  It  would  also  make  the 
EITC  consistent  with  other  tax  provisions  in  terms  of  indexing.^* 
On  the  other  hand,  it  would  not  give  special  aid  to  large  families, 
since  credits  would  not  vary  with  the  number  of  children.  Further, 
it  would  significantly  expand  the  population  eligible  for  the  EITC, 
improving  work  incentives  for  families  with  incomes  between 
$5,000  and  $8,180  but  extending  work  disincentives  to  families  with 
incomes  up  to  $16,360. 

Increase  the  percentage  of  earnings  allowed  as  a  credit 

This  option  would  increase  the  percentage  of  earnings  allowed  as 
a  credit,  above  the  current  11  percent,  for  those  with  incomes 
below  $5,000.  Families  with  incomes  between  $6,500  and  $11,000— 
the  range  in  which  the  EITC  is  phased  out— would  have  their  cred- 
its reduced  at  a  faster  rate  than  currently  in  order  to  hold  constant 
the  income  ceiling  on  eligibility. 

Families  currently  eligible  for  the  EITC  could  be  given  greater 
assistance  if  the  EITC  was  increased  to  a  greater  percentage  of 
earnings.  For  families  with  earnings  below  $5,000.  this  would  pro- 
vide more  incentiv^e  to  work,  since  any  increase  in  the  EITC  would 
raise  their  take  home  wages  net  of  taxes.  In  addition,  it  would 
focus  additional  aid  on  those  families  most  willing  to  help  them- 


'*Tht*  perbunai  tfxempiiun.  the  //tro  brackei  amuunt,  and  tht  wtdth  *j(  tht  rate  brackets  are 
now  indexed. 
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selves  and  make  it  more  likely  th/jt  they  could  become  self-suffi- 
cient. 

On  the  other  hand,  for  families  with  higher  incomes— between 
$6,500  and  $11,000— this  option  would  increase  work  disincentives, 
since  any  addition  to  income  would  be  partially  offset  by  larger  re- 
ductions in  their  EITC.  Further,  it  would  not  address  the  problem 
of  wage  growth  moving  families  across  the  turning  points  over 
time,  thus  reducing  or  eliminating  the  real  value  of  the  credit.  Fi- 
nally, such  changes  would  not  provide  any  additional  assistance  to 
larger  families  to  help  meet  their  greater  needs. 

For  each  percentage-point  increase  in  the  fraction  of  earnhigs  al- 
lowed as  a  credit,  the  3.2  million  poor  families  getting  the  EITC 
would,  on  average,  receive  an  additional  $28— about  a  9  per^-nt  in- 
crease—annually. No  tax  filing  units  not  now  eligible  for  tlie  EITC 
would  be  made  eligible  because  of  this  proposal,  however.  I'he  addi- 
tional budgetary  cost  of  the  credit  for  1986  would  be  about  $150 
million  for  each  percentage  point  the  EITC  was  raised. 

Raise  the  percentage  of  earnings  allowed  as  a  credit  and  increase 
the  turning  points 

This  option  would  raise  the  basic  EITC  from  11  percent  to  16  per- 
cent of  the  first  $5,000  in  earnings;  hold  the  credit  constant  at  $800 
for  earnings  between  $5,000  and  $11,000;  and  reduce  the  amount  of 
the  credit  by  16  cents  of  each  dollar  of  earnings  above  $11,000  until 
no  credit  was  allowed  when  earnings  equaled  or  exceeded  $16,000. 
Thus,  both  the  percentage  of  earnings  allowed  as  a  credit  and  the 
income  eligibility  limits  would  be  raised.  This  option  would  raise 
the  value  of  the  EITC  by  45  percent  for  families  with  earnings 
below  $6,500  and  by  as  much  as  $800  for  families  with  earnings  be- 
tween $6,500  and  $11,000,*'  and  make  families  with  earnings  be- 
tween $11,000  and  $16,000  eligible  for  the  credit.  It  would  raise  the 
budgetary  cost  of  the  EITC  for  1986  by  about  $3.4  billion. 

This  option  would  increase  work  incentives  for  families  with 
earnings  below  $5,000  by  raising  net  wages,  and  would  reduce  the 
work  disincentive  for  families  with  incomes  between  $6,500  and 
$11,000  It  would  approximately  restore  the  value  of  the  EITC  that 
has  been  lost  as  a  result  of  inflation  since  1979,  and  thus  improve 
the  prospects  of  self-sufficiency  for  working  families.  On  the  other 
hand,  because  the  amount  of  the  credit  would  fall  as  income  grows, 
the  EITC  would  become  a  disincentive  to  work  for  families  with  in- 
comes between  $11,000  and  $16,000.  Further,  this  would  not  perma- 
nently maintain  the  real  value  of  the  EITC. 

Use  poverty  guidelines  to  define  earnings  levels  that  receive  maxi- 
mum credits 

This  option  would  set  the  credit  at  10  percent  of  earnings  up  to 
the  relevant  poverty  guideline  for  the  tax  filing  unit,  and  phase  out 
the  credit  at  a  20  percent  rate  for  earnings  between  the  poverty 


*^Thij  option  was  introduced  as  part  of  H.R,  4920. 

*'The  increase  would  range  from  $2.>0  to  $800  for  these  families,  depending  on  their  current 
credit.  The  largest  increases  would  go  to  those  with  the  largest  earnings. 
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guideline  and  150  percent  of  the  poverty  guideline."  It  would 
reduce  the  EITC  for  about  2.5  million  families— -by  about  $30,  on 
average— in  most  cases  affecting  famihes  with  earnings  below 
'00.  About  3  million  current  recipients  would  get  increased  cred- 
it .ver  40  percent  of  them  would  have  incomes  below  poverty.  An 
additional  3  million  families  would  become  eligible  for  the  EITC 
and  would  get  credits  averaging  $550;  more  than  60  percent  of 
them  would  have  incomes  above  poverty  but  below  1.5  times  pover- 
ty, and  three-fourths  of  them  would  have  at  least  two  children.  The 
additional  budgetary  cost  of  this  alternative  for  1986  would  be 
about  $2.9  billion.  Because  the  EITC  would  be  indexed  while  it  is 
not  under  current  law,  additional  EITC  costs  would  grow  over  time. 

This  option  would  end  the  erosion  in  the  real  value  of  the  EITC, 
because  poverty  guidelines  are  indexed  for  inflation.  Further,  be- 
cause the  guidelines  would  increase  with  family  size,  larger  fami- 
lies  would  receive  more  from  the  EITC  than  under  current  law.  For 
these  reasons,  the  option  would  increase  work  incentives  for  many 
poor.  Like  the  other  options,  however,  it  would  continue  to  benefit 
only  those  who  file  tax  returns  and  would  generally  come  in  a 
lump  sum  once  a  year.  Further,  families  with  incomes  between  1 
and  1.5  times  the  poverty  line  might  be  discouraged  from  working 
more,  since  their  EITC  would  fall  by  20  cents  for  each  additional 
dollar  earned. 

Comparison  of  EITC  options 

The  options  vary  widely,  both  in  terms  of  budgetary  costs  and  in 
terms  of  how  many  families  would  be  affected  and  who  they  would 
be  (see  Table  3-8).  Raising  the  percentage  of  earnings  allowed  as  a 
credit  would  assist  only  those  people  now  eligible  for  the  EITC.  De- 
pending on  the  size  of  the  increase,  the  impact  might  or  might  not 
be  significant,  but  costs  would  be  kept  down  by  not  expanding  eligi- 
bility.  Raising  the  turning  points  would  increase  the  number  of  eli- 
gible families  and  give  greater  benefits  to  more  than  half  of  all  car 
rent  recipients. '•^  Restoring  the  EITC  to  its  1979  real  value,  for  ex- 
ample, would  give  credits  to  families  that  would  have  been  eligible 
then,  but  whose  income  growth  in  dollars  has  pushed  them  out  of 
the  program,  nearly  I  million  additional  famiHes  would  be  able  to 
claim  the  EITC,  accounting  for  about  half  of  the  $2.6  billion  addi- 
tional cost  of  this  option  for  1986.  The  other  options  would  combine 
these  two  approaches. 


^'The  povert>  guidelines  ut>ed  here  fur  1986  are  the  19So  Dcpartmenv  of  Health  and  Human 
Services  puvert>  nieasure  fur  prvgiam  eligibility  determinations  inflated  b>  the  projected 
change  in  prices  between  the  third  quarters  of  1984  and  1985. 

*^If  the  credit »  percentage  were  not  changed,  unit*  with  earningb  below  15,000  would  not  get 
larger  credits. 
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TABLE  3-8.-COMPARISON  OF  EARNED  INCOME  TAX  CREDIT  OPTIONS 


Millions  of  filing  units  affected 

Additional 
budgetary 

costs 
(billions)  2 

Option* 

With  larger 
credit 

With  smaller  New 
credit  recipients 

Restore  real  value  

Raise  credit  by  1  percentage  point  ^ 
Raise  percentage  and  turning  points 
Base  turning  points  on  poverty  guidelines.. 

3.1 
5.7 
5.7 
3.0 

2.4  3.9 
0  0 
0  3.7 

2.5  3.0 

$2.6 
0.2 
3.4 
2.9 

*See  text  for  complete  descriptions  of  options. 

^  These  cost  estimates  reflect  Congressional  Budget  Office  simulations  based  on  1386  tax  law  measured  in 
1983  dollars  and  1983  income  levels.  The  resulting  cosi  estimates  were  inflated  to  reflect  projected  1986  levels. 

'The  percentage  could  be  increased  by  any  amount,  this  example  assumes  one  percentage  point.  Larger 
changes  would  raise  costs  proportionately  more. 


Source  Congressional  Budget  Office  simulations  based  on  the  March  1384  Current  Population  Survey. 

Other  Alternatives 

A  commonly  proposed  way  of  providing  cash  transfers  to  families 
with  children  would  be  through  a  national  children's  allowance, 
paid  to  parents  of  all  children.  The  United  States  is  the  only  indus- 
trialized country  that  does  not  provide  some  form  of  children's  al- 
lowance, more  than  60  countries  offer  such  payments.  Benefits  in 
those  countries  are  generally  paid  monthly  through  check  or  bank 
deposit,  although  Sweden  and  the  United  Kingdom  use  vouchers  or 
cash  at  social  security  offices. 

In  principle,  a  children's  allowance  could  be  set  at  any  level; 
could  vary  by  age  and  number  of  children,  could  be  operated  as  a 
direct  spending  program  or  through  the  federal  individual  income 
tax  system,  and  might  or  might  not  be  subject  to  income  taxation. 
In  addition,  part  of  the  cost  of  allowances  paid  to  low-income  fami- 
lies could  be  offset  by  reductions  in  other  assistance  payments  such 
as  AFDC  and  food  stamps,  the  larger  such  reductions  were,  howev- 
er, the  less  would  be  the  benefit  of  a  children's  allowance  to  low- 
income  families  receiving  other  aid. 

Funds  to  pay  for  a  children's  allowance  could  come  from  a  varie- 
ty of  sources.  The  assertion  that  society  as  a  whole  is  responsible 
for  its  children  and  gains  from  their  contributions  as  adults  would 
call  for  the  use  of  general  revenues,  which  could  be  increased  by 
expanding  the  tax  base  or  by  raising  tax  rates.  Under  this  ap- 
proach, all  taxpayers  would  share  the  costs  and  the  net  effect 
would  generally  be  to  shift  resources  from  those  with  higher  in- 
comes and  fewer  children  to  lower-income  and  larger  families.  An 
alternative  would  be  an  earmarked  tax.  France  has  a  children's  al- 
lowance that  is  funded  by  a  tax  on  employers,  for  example.**  Such 
a  tax  could  reduce  the  number  of  jobs,  however,  depending  on  how 
it  was  structured. 


**  This  ia,  in  part,  a  result  of  the  histor>  of  the  children's  allowanc-  in  France.  Allowances 
onginated  as  cmplv>fci  provided  wage  oupplement*  fui  wurkers  wiih  large  famiiieb  When  the 
French  government  abSuiTied  r«jpon8ibilit>  fui  pacing  the  allowances,  it  was  natural  to  turn  to 
employers  for  funding. 
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One  specific  proposal  would  fund  a  children's  allowance  elimi- 
imtiug  the  peiouiim  tsxtsmpilvn  fur  dependent  children  in  tne  indi- 
vidual income  tax  system.'**  In  1984,  this  would  have  financed  a 
taxable  payment  of  about  $220  for  each  of  the  nation's  62  million 
children,  with  no  net  effect  on  the  federal  budget.  Because  the 
value  of  exemptions  is  a  function  of  the  tax  unit's  marginal  tax 
rate,  they  are  generally  worth  more  to  high-income  units  than  to 
low-income  units.  Replacing  the  exemptions  for  dependent  children 
with  children's  allowances  would  be  desirable,  in  the  view  of  some 
observers,  because  it  would  ;:,hift  the  means  by  which  the  govern- 
ment currently  assists  families  with  children  from  an  approach 
that  helps  high-income  families  more  than  low-income  families  to 
one  in  which  benefits  would  not  depend  on  income. 

Critics  of  this  approach  contend  that  it  would  shift  the  burden  of 
financing  the  children's  allowance  disproportionately  to  large, 
high-income  families  for  whom  average  tax  rates  would  increase 
more  than  for  other  groups.  In  contrast,  taxpayers  without  chil- 
dren would  experience  no  extra  taxes  as  a  result  of  this  change. 
Critics  further  argue  that  personal  exemptions  are  an  intrinsic 
part  of  the  tax  structure  that  excludes  from  taxation  a  basic 
amount  of  income  for  all  tax  units.  In  addition,  substituting  credits 
for  exemptions  would  cause  all  families  with  children  to  experience 
the  same  increase  in  taxes  or  the  same  increase  in  income;  this 
would  alter  the  traditional  premise  in  the  income  tax  that,  at  most 
income  levels,  larger  families  have  a  lesser  ability  to  pay  extra 
taxes  than  do  smaller  families. 

A  children's  allowance  could  be  administered  as  a  direct  spend- 
ing program  or  could  be  incorporated  into  the  personal  income  tax 
as  a  refundable  credit.  Because  less  additional  administrative  ma^ 
chinery  would  be  involved,  providing  the  allowance  through  the 
tax  system  might  be  less  costly.  Withholding  rates  would  need  to 
be  adjusted  to  reflect  the  allowances,  as  well  as  any  corresponding 
changes  in  exemptions,  other  deductions,  and  tax  rates.  Relying  on 
withholding,  however,  might  fail  to  meet  the  recurring  needs  of 
poor  families.  In  many  circumstances  families  without  earnings 
would  not  receive  payments  on  a  regular  basis,  and  those  that  do 
not  file  tax  returns  might  fail  to  collect  their  children's  allowances 
at  all. 

Proponents  assert  that  providing  direct  assistance  to  families 
with  children  through  an  allowance  would  recognize  society's  re- 
sponsibility to  share  in  the  costs  of  rearing  children.  Society  has 
such  a  responsibility,  they  claim,  because  society  shares  in  the 
gains  when  children  grow  up  to  become  productive  workers  and 
contributing  citizens.  For  low -income  families,  monthly  payments 
could  be  a  significant  supplement  to  income  and  thus  could  ease 
the  financial  burden  of  rearing  children.  In  addition,  because  addi- 
tional resources  would  be  provided  without  regard  to  family  compo- 
sition, a  children's  allowance  might  reduce  incentives  for  families 
^  to  split  up  in  order  to  qualify  for  current  assistance  programs  for 
which  married-couple  families  are  often  not  eligible. 


*^  Taxpayers  in  1980  urn  deduwl  $1,040  from  income  fur  each  dependent  child  in  calculating 
their  taxes.  The  amount  of  ihb  exemption  -  like  the  ^ro  bracket  amount  and  the  width  of  the 
tax  rate  bracketa— haa  been  indexed  for  inflation,  beginning  in  1985. 
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Children's  allowances,  however,  have  been  criticized  on'j?Pvpr«l 
grounds  First,  they  would  establish  the  principle  that  the  govern- 
ment should  assist  directly  in  paying  some  of  the  costs  of  rearing 
children  and  would  open  the  door  for  a  more  direct  government 
role  Second,  an  allowance  could  provide  an  incentive  for  families 
to  have  more  children,  although  the  size  of  the  effect  probably 
would  be  small.  Studies  of  children*s  allowances  in  other  countries 
have  not  found  an  impact  on  birth  rates,  but  it  is  difficult  to  argue 
that  there  would  be  no  effect  all.*^  Finally,  paying  children's  allow- 
ances would  require  either  creating  an  entirely  new  administrative 
apparatus  with  significant  costs,  yr  further  complicating,  perhaps 
substantially,  the  administration  of  the  tax  code.  Unless  monthly 
allowances  were  large— and  thus  expensive— paying  them  might 
not  be  worth  the  administrative  costs  or  complications  to  the  tax 
system. 

The  specific  option  considered  here  would  provide  $25  per  month 
(in  1986)  for  each  dependent  child  under  age  18.  Payments  would 
not  be  conditioned  on  family  income,  would  be  taxable  as  regular 
income,  and  would  be  indexed  for  inflation.  Income  from  the  allow- 
ance would  not  be  counted  in  the  benefit  calculations  for  AFDC, 
food  stamps,  or  other  income-conditioned  programs.*^  If  su^^  an  al- 
lowance, equivalent  in  real  value,  had  been  in  place  in  1983,  the 
cost  to  the  federal  government,  net  of  taxes  but  excluding  adminis- 
trative costs,  would  have  been  about  $13.6  billion  (see  Table  3-9).<« 
Nearly  33  million  families  would  have  received  an  average  pay- 
ment during  that  year  of  about  $500;  after  taxes,  the  average  gain 
would  have  been  roughly  $420  per  family.  About  one-quarter  of  the 
net  expenditure  would  have  gone  to  families  below  the  poverty 
line,  and  another  13  percent  to  families  with  incomes  between  100 
percent  and  150  percent  of  the  poverty  line. 


The  t«x  code  currently  recognizes  such  costa,  but  helps  with  them  only  to  the  extent  of  not 
requinng  payment  of  taxes  on  a  portion  of  the  co«t«.  Direct  payments  would  be  a  different 


See,  for  example^  Joseph  Piccione»  "Help  for  Families  on  the  Front  Linci.  The  Theory  and 
Practice  of  Family  Allowances  (Washington,  D.C.  The  Fnc  Congress  Research  and  Education 
Foundation,  1983),  p.  11. 

^*  the  allowance  were  counted  as  income  in  AFDC  benefit  calculations,  most  AFDC  families 
would  te  no  better  off  with  the  allowance  than  without,  since  AFDC  benefits  would  be  reduced  by 
up  to  the  amount  of  the  allowance.  This  reduction  in  bencfiic  would  decrease  AFDC  co»ts  incurred 
by  both  the  federal  and  state  governments,  as  8uch»  it  would  represent  a  transfer  of  resources 
from  the  government  (that  would  pick  up  the  full  cost  of  the  child  allowance)  to  state  govern, 
ments  (that  would  not  have  to  pay  their  share  of  AFDC  costs).  Federal  cosU  of  the  allowance 
would  h'^wever,  be  less  than  if  allowance  payments  were  ignored  in  AFj^v  benefit  calculations. 

Sim!larly  families  getting  foud  stamps  would  have  theii  food  stamp  allotments  reduced  by  up 
to  30  pcrcert  of  the  amount  of  the  children's  allowance.  If  the  allowance  were  included  as  count- 
able  income,  such  families,  would  gain,  but  by  less  than  the  full  amount  of  the  allowance. 
Again,  this  would  reduce  the  net  cost  to  the  government  of  paying  the  allowances. 

The  $25  monthly  allowance  in  1986  would  have  been  equal  to  a  $22  allowance  in  1983 
If  the  allowances  were  not  counted  as  taxable  income,  the  net  cost  to  the  government  would 
have  been  about  $16  4  billion  in  1983  Taxation  of  payments  would  thus  recoup  about  17  percent 
of  payments,  about  90  percent  of  taxes  would  come  from  families  with  incomes  greater  than  l&O 
percent  of  the  poverty  line. 


matter. 
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TABLE  3-9.-ESTIMATED  DISTRIBUTION  AND  COSTS  OF  A  TAXABLE  CHILDREN'S  ALLOW- 
ANCE OF  $22  PER  MONTH,  BY  POVERTY  STATUS  AND  NUMBER  OF  CHILDREN,  CALENDAR 
YEAR  1983 


Family  type 

Number  of 
families 
receiving 

(millions) 

Avci3ge  annusi 
gsin,  net  of 
taxes,  per 

recipient  family 

Total  costs,  net 
of  taxes 

rhillinns^ 

32.6 

$420 

$13.6 

By  income  category: 

5.9 

590 

3.5 

Less  than  100  percent  of  poverty  line  

Between  100  percent  and  150  percent 

500 

1.8 

of  poverty  line  

3.5 

Greater  than  150  percent  of  poverty  line .. 

23.1 

360 

8.3 

By  number  of  children: 

2.9 

1  

13.4 

220 

2  

12.2 

430 

5.3 

3  

4.7 

660 

3.1 

2.3 

1,030 

2.3 

Souice.  Congressiondl  Budget  Office  simulations  ba^ed  on  the  March  1984  Current  Population  Survey 
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CHAPTER  IV.  OPTIONS  FOR  iN-KIND  TRANSFER 
PROGRAMS 

In  kind  transfers  are  provided  for  poor  families  with  children  in 
four  m^or  areas.  Food  stamps  enable  low  income  households  to 
purchase  food.  The  National  School  Lunch  and  School  Breakfast 
programs  offer  free  and  reduced-price  meals  to  children  in  school 
Medicaid  finances  health  care  for  poor  families.  The  Section  8, 
public  housing,  and  other  programs  provide  subsidies  to  low-income 
families  to  help  them  pay  their  rent  or  the  cost  of  owning  a  home. 
The  following  options  generally  involve  modifying  these  existing 
programs. 

Food  Stamps 

Food  stamps  are  the  most  universally  available  form  of  non-cash 
federal  transfer.  With  few  categorical  exceptions,'  any  household 
that  meets  income  and  asset  limitations,  as  well  as  work  require- 
ments, qualifies  for  benefits.^  The  benefit  level  is  based  on  the  cost 
of  the  Thrifty  Food  Plan  (TFP),  an  inexpensive  but  nutritionally 
adequate  diet,  currently  valued  at  $264  per  month  for  a  family  of 
four.^  This  basic  allotment  is  reduced  by  30  percent  of  countable 
income that  is,  income  net  of  the  standard  deduction  and  net  of 
specific  deductions  for  work  expenses  and  the  costs  of  child  care, 
housing,  and— for  households  with  elderly  members— medical  care. 

Two  specific  options  are  considered  here.  The  first  would  give 
more  food  stamps  to  all  families  with  children  bv  increasing  maxi- 
mum allotments.  The  second  would  be  targeted  on  families  that 
work  b>  raising  the  deductions  for  child  care  and  excess  shelter 
costs. 

INCREASE  MAXIMUM  FOOD  STAMP  ALLOTMENTS 

Under  this  option,  the  maximum  food  stamp  allotment  for  fami- 
lies with  children  would  be  set  at  110  percent  of  the  cost  of  the 


^  Most  strikers  and  college  student*  are  not  eligible  for  food  stamps. 

*  There  arc  two  .ncomf  test*  total  income  must  be  less  than  130  percent  of  federal  poverty 
guidelines,  and  inco»Tie  net  of  deduttions  must  be  below  100  percent  of  those  guidelines. 

Allowable  dedattiuns^inJude  an  infiatwn  mdexed  6tandard  dedaction,  set  at  $95  per  month 
through  September  18  percent  of  an>  earned  income  as  a  work  expense  deduction,  work- 
or  training  related  th»ld  ^are  expenses,  and  shelter  expenses  m  excess  of  oO  percent  of  remain* 
ing  countable  mcomt;  Total  child  care  and  excess  shelter  cost  deductions  cannoi  exceed  an  mfla' 
tion  indexed  limit,  currently  $134  per  nrionth  If  the  household  has  an  elderly  or  disabled 
menriber.  only  child  care  expenses  are  subject  to  the  $134  limit,  excess  shelter  costs  ore  deducti. 
ble  in  full  In  addition,  all  medical  costs  of  elderly  or  disabled  members  that  exceed  $35  per 
month  can  be  deducted. 

Liquid  assets  cannot  exceed  $1,500  except  for  families  with  two  or  more  members,  at  least  one 
of  whom  is  elderly;  the  asset  limit  is  $3,000  for  the  latter  group. 

*  The  TFP  is  not  the  least  expensive  diet  that  satisfies  minimum  daily  nutritional  require* 
ments.  but  rather  a  diet  that  meetik  nutritional  needs,  allows  Tor  variety^  and  includes  the  oasic 
kinds  of  foods  that  Americans  eat  At  the  same  t*me.  it  is  unlikely  that  many  families  have  food 
budgets  as  small  as  the  TFP  cost. 
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TFP.  This  would  increase  the  amount  of  assistance  going  to  the 

ii6aii>  GO  peiCtfui  of  all  pOui  fuxxiilics  Vvitu  chAidrSH  that  rcCclV6 

food  stamps,  and  would  tnus  reach  more  poor  children  than  are 
aided  through  any  other  program.  It  would  also  address  the  com* 
plaint  that,  while  the  TFP  is  nutritionally  adequate,  the  way  in 
which  it  is  valued  yields  a  dollar  amount  below  its  true  cost,  roor 
families  may  be  unable  to  afford  an  adequate  diet,  even  with  the 
full  TFP  value,  for  several  reasons.  Because  inflation  indexation  of 
the  TFP  lags  price  changes  by  3  to  15  months,  and  because  food 
stamp  benefit  calculations  are  truncated  to  whole  dollar  amounts, 
the  TFP  value  used  to  determine  food  stamp  allotments  has  aver- 
aged about  6  percent  less  than  the  actual  TFP  cost.^  Moreover, 
food  prices  may  be  higher  in  the  areas  where  some  poor  families 
live.  While  the  full  amount  of  the  shortfall  cannot  be  determined 
with  accuracy,  providing  benefits  10  percent  above  the  TFP  could 
be  a  rough  correction.  Since  food  stamps  can  only  be  used  to  pur- 
chase food,  there  should  be  relatively  little  concern  that  the  addi- 
tional assistance  might  be  misused,  particularly  given  recent  ef- 
forts to  combat  fraud  and  abuse. 

Because  food  stamps  can  only  be  used  to  buy  food,  critics  argue 
that  they— like  all  other  forms  of  in-kind  assistance-;-do  not  allow 
recipients  their  right  to  decide  what  to  consume.  It  is  conceivable 
that  poor  families  might  receive  more  satisfaction  per  dollar  of  fed- 
eral expenditure  if  they  were  given  cash  and  allowed  to  spend  it  as 
they  felt  best  met  their  needs.  Only  the  poorest  households  would 
prefer  cash,  however,  since  others  spend  more  on  food  than  they 
receive  in  stamps.  Critics  of  Increasing  food  stamp  allotments  also 
maintain  that  current  benefit  levels  are  more  than  enough  to  ful- 
fill nutritional  needs.  Additional  food  aid  should  not  be  necessary, 
they  hold,  and  might  actually  discourage  budget -conscious  shop- 
ping. They  argue  further  that  because  school  and  child  care  feeding 
programs  provide  free  meals  to  many  poor  children  much  of  the 
time,  families  with  children  already  get  food  assistance  in  excess  of 
the  TFP.  If  so,  and  if  the  TFP  is  adequate,  such  families  should  not 
need  additional  food  aid. 

For  the  4.2  million  households  with  children  projected  to  receive 
food  stamps  in  1986,  setting  maximum  food  stamp  benefits  at  110 
percent  of  the  TFP  would  raise  allotments  by  an  average  of  15  per- 
cent. Average  benefits  would  increase  by  about  $25  per  month  to 
roughly  $198.  Because  eligibility  is  determined  primarily  by  gross 
income  limits,  the  benefit  rise  would  have  little  effect  on  the 
number  of  eligible  families,  it  might,  however,  lead  to  increased 
participation.  Overall,  costs  would  rise  by  about  $1.2  billion  in 
fiscal  year  1986.^  There  would  be  no  impact  on  the  official  poverty 
gap  or  rate  since  food  stamps  are  not  counted  as  income  in  their 
determination.  If  in-kind  benefits  were  included  as  income  at  their 
cash-equivalent  value,  the  increase  in  food  stamp  benefits  would 
reduce  the  poverty  gap  for  families  with  children  by  about  $0.9  bil- 
lion, or  about  3  percent. 


*  Over  the  1 97b- 11^84  pefi<xi,  indexation  meth^*dj»  fc/duced  tht  value  uf  the  TFP  to  an  average 
oi  4,i*  percent  bcluw  the  actual  TFP  cv&ti  whtle  roundiii^  und  tiuncutiyn  uf  aniount?  m  benefit* 
calculations  resulted  in  a  1  percent  loss, 

11  the  upliun  were  expanded  tu  cuver  aU  foud  stamp  retipienU*  lathcr  thun  just  thixse  families 
with  children^  the  cost  would  be  about  $1.6  billion. 


/ 
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CHANGE  UMITS  ON  CHILD  CARE  AND  EllJEiS  SHELTER  COST  DEDUCTIONS 

This  option  would  replace  the  limi*.  on  deductions  for  the  combi- 
nation of  child  care  and  excess  shelter  costs  in  the  Food  Stamp  pro- 
gram—currently $134  per  month—with  individual  limits  on  each 
kind  of  expense.  The  new  limits  would  be  $160  per  month  for  the 
care  of  children,  and  $150  per  month  for  excess  shelter  costs.« 

Almost  90  percent  of  households  affected  by  the  existing  limit  on 
deductions  contain  families  with  childreL,  in  1981,  more  than  one- 
fourth  of  all  food  stamp  households  with  children  were  affected.^ 
Increasing  the  limits  would  recognize  the  high  shelter  and  child 
care  costs  incurred  by  these  families  and  therefore  their  greater 
need  for  assistance.  The  change  would  also  encourage  poor  families 
to  work  by  effectively  financing  part  of  their  day  care  costs.  Final- 
ly, relaxing  the  constraints  on  shelter  cost  deductions  would  mean 
that  families  eligible  for  housing  assistance  but  not  receiving  it  be- 
cause of  funding  limits  would  be  helped  somewhat  more  in  the 
Food  Stamp  program  than  those  getting  housing  aid. 

Some  arguments  can  be  raised  against  the  option,  however.  First, 
some  critics  argue  that  the  earned  income  deduction^-18  percent  of 
earnings— already  reflects  the  costs  of  working  and  that  allowing 
for  the  deduction  of  more  child  care  costs  might  be  excessive. 
Second,  while  housing  market  conditions  may  force  many  families 
to  spend  large  fractions  of  their  income  on  rent,  some  families  may 
incur  high  housing  costs  by  choice.  Relaxing  limits  on  excess  shel- 
ter costs  might  reward  the  latter  families  by  increasing  their  food 
stamp  allotments.  While  this  would  be  restricted  to  some  degree  by 
the  gross  income  requirements,  it  could  result  in  additional  food 
aid  for  this  group. 

About  1.1  million  households  with  children— and  1.3  million 
households  overall— would  receive  increases  in  their  food  stamp  al- 
lotments, averaging  about  $49  annually.  Virtually  no  additional 
households  would  become  eligible  for  the  program.  The  total  cost  of 
the  change  would  be  roughly  $62  million  in  1986.  Because  in-kind 
income  is  excluded  from  official  poverty  measures,  there  would  be 
no  effect  on  poverty  rates  or  poverty  gaps.  Even  if  poverty  were  as- 
sessed using  alternative  measures  that  did  count  in-kind  income, 
there  would  still  be  virtually  no  effect  because  the  change  in  food 
stamp  benefits  would  be  small. 


The  National  School  Lunch  Program  (NSLP)  and  the  School 
Breakfast  Program  (SBP)  provide  cash  assistance  to  participating 
public  and  private  schools  that  serve  meals  to  children.  Each  pro- 
gram has  a  three-tiered  reimbursement  system  that  allows  children 
from  households  with  incomes  at  or  below  130  percent  of  the  pover- 
ty line  to  receive  free  meals,  permits  children  with  incomes  be- 
tween 130  and  185  percent  of  poverty  to  receive  meals  at  a  reduced 


*Thi5  child  care  limit  would  bo  consistent  wth  that  for  AFDC. 

'At  the  same  time.  onl>  2  6  percent  of  food  stamp  households  with  children  used  the  child 
care  deduction  m  \ugust  1982.  for  ^'lose  households,  the  average  amount  of  the  deduction  was 
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price,  and  provides  a  small  subsidy  for  the  meals  of  children  with 
incomes  above  185  percent  of  poverty.^ 

Evaluations  of  the  NSLP  and  the  SBP  have  found  that  both  ef- 
fectively increase  the  amount  of  food  consumed  by  participants,  as 
the  subsidized  meals  supplement  the  family's  normal  food  con- 
sumption rather  than  substitute  for  it.®  Furthermore,  a  number  of 
studies  have  found  that  the  programs  have  positive  effects  on  the 
nutritional  intake  of  the  participants.^^  These  programs  differ  sub- 
stantially, however,  in  the  number  of  children  each  serves,  the 
number  of  schools  participating,  and  the  socioeconomic  composition 
of  the  children  aided. 

The  NSLP  provides  subsidized  school  lunches  to  children  in  most 
schools.  During  1983,  the  average  daily  participation  was  23  million 
students,  at  a  total  program  cost  of  $3.2  billion.  In  that  year,  ap- 
proximately 92  percent  of  all  elementary  and  secondary  school  stu- 
dents wer^j  in  schools  that  participated  in  the  NSLP."  Roughly 
half  of  the  meals  subsidized  by  the  NSLP  go  to  children  from  low- 
and  ii*oderate-income  families,  in  1983,  44.6  percent  of  the  children 
receiving  NSLP  lunches  received  free  lunches,  6.6  percent  received 
reduced'price  lunches,  and  the  remaining  48.3  percent  paid  for 
their  meals  ^  ^ 

The  SBP  serves  far  fewer  students  than  does  the  NSLP.  In  1983, 
the  program  had  an  average  daily  participation  of  3.4  million  stu- 
dents, with  total  program  costs  of  $350  million.  During  that  year, 
the  program  was  estimat^ed  to  be  available  in  about  a  third  of  all 
schools,  and  to  serve  about  23  percent  of  the  participating  schools* 
enrollment.^  ^  The  SBP  also  differs  from  the  NSLP  in  that  most  of 
the  schools  that  offer  the  program  are  in  low-income  areas,  and  the 
children  who  participate  in  the  program  are  predominantly  from 
low  and  moderate-income  families.  In  fiscal  year  1983,  approxi- 
mately 86  percent  of  the  SBP  participants  received  free  breakfasts, 
while  an  additional  4  percent  paid  a  reduced  price  for  their 
meals. 


"Fur  exampie,  the  NSLP  schuolb  lurrenil^  receive  federal  reimbursement  of  $L26,  86  cento, 
and  cenu».  rebpeviivel>,  fui  eu^.h  lunch  served  ti>  children  frum  Ihese  three  income  categones. 
An  udditiunai  ceni6  wurih  <^f  cuiTimixIit>  assistance  ib  mandated  for  all  meals,  regardless  of 
ihe  iamiiy  income  uf  the  recipient.  The  corresponding  levels  of  federal  reimbursement  in  the 
SBP  are  66  cents,  3C  cents,  and  10  cents.  There  is  no  commodit>  assistance  in  the  SBR 

In  the  1984-198o  school  year.  130  percent  of  the  povert>  line  is  equivalent  to  an  annual 
income  of  $13,260  for  a  family  of  four,  while  18^  percent  is  equal  to  $18,870  for  a  family  of  the 
same  size. 

"Weilisch,  Hancs,  Jordan,  Maurei,  and  Veinieersch,  The  National  Evaluation  of  School  Nu 
tritiun  Programs.  F»nul  Report,  tSanta  Munica,  CA.  System  Development  Corporation,  April 
l983^  vol  1,  pp.  4-5. 

'°Ibid,  pp  5-8,  and  Congre^siunal  Budget  OfTice,  Feeding  Children,  Federal  Child  Nutntion 
Poiicies  in  the  i980s  iWashmgton,  D.C.  t'.S,  Government  Pnntmg  Office,  May  1980a  pp.  58-74. 

General  Acct>unting  Orrice,  Participation  in  the  National  School  Lunch  Program*'  ^ March 
30. 1984),  p,  22. 

In  1?81.  the  mobi  recent  year  fyr  which  these  dau  are  available,  approxm  ately  9r>  percent  of 
ali  pubiic  schools  and  29  percent  of  all  private  schools  participated.  Senate  ( ommitte^  on  Agii 
culture.  Nutrition,  and  Forestry,  Child  N'utntiun  Prc^ams  Descnption,  I  istory,  !5>sue>,  and 
Options"  (January  1983),  p.  3 

'  *  Department  of  Agriculture,  Food  and  Nutnlion  Service,  unpublished  data 
Report  of  the  President's  Task  Force  on  Food  Assistance  <  January  1984)  p.  35. 

»*  Ibid,  p.  136. 
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TRENDS  IN  PARTICIPATION 


The  poverty  rate  in  the  school-age  population  rose  sharply  be- 
tween 1980  and  1983.  This  rise  resulted  in  an  increase  of  approxi- 
mately 18  percent  (1.9  million)  in  the  number  of  children  eligible 
for  free  meals  in  the  two  school  nutrition  programs.  Notwith- 
standing this,  the  number  of  children  served  free  meals  in  the 
NSLP  increased  by  only  1.3  percent,  or  131,000,  and  the  number  of 

children  served  free  meals  in  the  SBP  increased  by  3.8  percent,  or 
100,000.16 

It  is  not  clear  why  the  participation  rates  have  failed  to  keep 
pace  with  the  increasing  number  of  poor  children.  Several  factors 
have  been  cited  as  possible  causes.  First,  because  of  federal  policy 
changes  and  school  closures,  fewer  schools  participated  in  the  nu- 
tiition  programs  after  1980.  Consequently,  the  proportion  of  all  stu- 
dents with  access  to  the  programs  fell  slightly  between  1980  and 
1983.''  Second,  student  participation  has  decreased  a  small  amount 
among  those  students  who  attend  schools  that  participate  in  the 
programs.  Little  is  known,  however,  about  the  socioeconomic  com- 
position of  the  students  who  no  longer  participate.  Third,  increased 
efforts  to  verify  income  in  determining  eligibility  resulted  in 
changes  being  made  in  the  eligibility  forms,  requiring  more  de- 
tailed information.  It  is  not  known  what,  if  any,  effect  this  latter 
factor  had  on  participation.  Some  people  suggest  that  it  has  re- 
duced the  number  of  children  who  obtain  benefits  without  actuallv 
being  eligible,  while  others  believe  that  it  has  created  a  "barrier ' 
effect  -preventing  eligible  families  from  participating  because  they 
find  these  forms  intimidating  or  difficult.  Finally,  a  series  of 
changes  in  the  income  eligibility  guidelines  betVi^een  1980  and  1981 
resulted  in  a  net  lowering  of  the  income  standard  for  some  family 
sizes  in  the  free  category,  although  it  is  not  known  how  many  fami- 
lies were  affected.  / 


It  is  not  clear  that  the  discrepancy  between  the  large  increase  in 
the  number  of  poor  children  eligible  for  free  meals  and  the  small 


During  th»5  same  pcnod,  school  tnrollment  declined  by  i,Z  percent.  General  Accounting 
Office,  "Participation  in  the  National  School  Lunch  Program'*  (1984),  p.  22. 

The  18  percent  increase  was  m  the  number  of  children  between  tne  ages  of  5  and  17  years 
whubc  houb&huld  mtome  feU  below  the  income  cutoff  fur  free  mealb.  Il  doeb  not  include  any 
measure  of  the  number  of  these  children  who  are  in  schools  thai  oHfei  the  program.  CBO  calcu- 
lations based  on  March  1984  Current  Population  Survey. 

NSLP  data  from  Department  of  Agriculture,  Food  «nd  Natritiun  Service,  SBP  data  from 
'•Report  of  the  President's  Task  Force  on  Food  Assistance,"  p.  136. 

The  student  participation  data  are  extrapolated  Coy  the  rood  and  Nutrition  Service^  from  the 
imaibei  of  meais  served  m  each  category.  It  ia  difficult,  therefore,  to  know  whether  a  change  in 
iht  ebttiTtdled  jxirticipation  rate  reflects  only  a  change  m  the  numbei  of  students  participating, 
uf  whether  it  includes  some  other  factor -for  example,  a  change  in  the  frequency  of  participa- 
tion,  such  as  some  students  eating  fewer  meals  in  some  weeks. 

"The  1980  and  198*  oolicy  changes  decreased  reimbur&cmenl  rates,  decreased  the  value  of 
comniodities,  <^uadrupled  the  price  for  the  reduced  price  lunch  category,  increased  efforts  to 
verifv  income  in  detenTuning  eiigibiiiiy,  changed  the  mcome  eligibility  requirement  foi  the  "''ee 
lunch  category,  and  lowered  the  uppei  bound  for  the  reduced-pnce  cat^ory  from  1%  Ut  *«'5 
percent  of  poverty. 

Between  fiscal  yean*  198*  and  1983,  approximately  a,500  schools  iout  of  approximately  92,9(K)i 
dropped  out  of  the  NSLP.  This,  according  to  one  analysis,  reflected  a  number  of  factors,  includ- 
ing the  1981  provision  excluding  all  private  schools  with  average  yearly  tuitions  of  $1,500  or 
iTioic  i accounting  fui  an  estimated  -SOO  ^^f  the  I^-'SCK)  schools  dropping  out/,  the  changes  m  mcome 
eligibility  requirements  and  federal  reimbursement  rates,  and  changes  m  the  number*  of 
bchooi^  open  nationwide.  As  a  result*  an  estimated  94.8  percent  of  all  students  were  *r\  NSLP 
schools*  in  1980,  compared  with  91  o  percent  in  19^3.  General  Accounting  Office,  Participation 
in  the  National  School  Lunch  Program,"  pp.  :i,  9,  and  21-22. 
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increase  in  the  number  actually  served  can  be  explained  satisfacto- 
rily by  any  of  the  above  factors^*  Additional  investigation  into  the 
causes  of  the  current  participation  trends  among  the  poor  would 
help  to  identify  policy  options  that  would  be  most  effective  in  en- 
suring full  access  to  the  school  nutrition  programs. 

SCHOOL  NUTRITION  PROGRAMS 

The  options  discussed  below  address  ways  in  which  the  school  nu- 
trition programs  could  serve  largei  numbers  of  poor  children— 
either  by  increasing  the  number  of  children  participating  in  those 
schools  that  now  offer  the  programs,  or  by  increasing  the  number 
of  schools  participating  in  the  programs.  Three  approaches  are  con- 
sidered: 

—Make  the  programs  mandatory  for  all  schools  receiving  federal 
funds; 

—Increase  reimbursement  rates  for  the  School  Breakfast  Pro- 
gram; and 

— Raise  the  income  eligibility  guidelines. 
Make  the  NSLP  and/or  the  SBP  mandatory  for  all  schools 

The  federal  government  could  require  all  public  schools  to  par* 
ticipate  in  one  or  both  of  the  programs  on  the  grounds  that  all 
states  receive  federal  funds  for  elementary  and  secondary  educa* 
tion.'*^  Alternativel>,  such  participation  could  be  made  mandatory 
for  elementary  schools  alone,  since  the  rates  of  participation  are 
higher  in  elementary,  schools  than  in  secondary  schools.  This  ap- 
proach would  provide  most  public  school  children  access  to  the 
school  nutrition  programs.  It  would  do  so  at  an  additional  cost  in 
1986  of  roughly  $200  million  for  the  NSLP  and  $370  million  for  the 
SBP,  assuming  approximately  1.7  million  and  3.0  million  additional 
participants,  respectively.  The  potential  cost  of  this  option,  and  its 
possible  impact  on  poor  children,  are  difficult  to  assess  because  of  a 
lack  of  data  on  the  socioeconomic  characteristics  of  schools  or  of 
children  who  do  not  participate  in  the  programs. 

Proponents  of  this  option  believe  that  all  children  would  benefit 
from  having  access  to  the  school  nutrition  programs.  They  point  to 
evidence  that  school  lunches  are  more  nutritious  than  lunches  pro- 
vided from  other  sources,  and  that  the  SPB  ensures  that  the  chil* 
dren  eat  breakfast.*^^  They  also  argue  that  most  nonparticipatintj 
schools  do  not  have  alternative  meal  programs  (for  example,  ac 
cording  to  USDA  data,  approximately  76  percent  of  the  non-NSLP 
schools  had  no  lunch  services  available  to  their  students  in  1980).^' 
Others  argue  for  making  only  the  SBP  mandatory,  as  a  means  of 
effectively  targeting  additional  aid  on  low-income  children. 


'Olhfi  pvsbibie  t\  »iianaUunt>  are  that  bume  iuw  mcumt  familie*  art  unaware  A  then  ehgibil 
lU  S*ji  Iht  program,  arc  un*v«31inR  U>  accept  the  fret  mealb.  oi  perhapi»  are  parUtipating  less* 
often.  No  evidence    available  at  this  time  to  support  any  of  thei>e  explanations 

*Mo5l  ^houib  tan  vhwxse  whether  oi  not  the>  *vt^h  tv  participate  *n  the  M,houl  nutritiun  pru- 
gram^.  The  oni>  exceptions  are  Lhobt  pnvate  M.hoolb  whusxi.  aveiage  .vearlv  tuition  ii>  greatei 
than  $1,500,  which  were  declared  ineligible  in  1981. 

^^Wellisch  and  others.  National  Evaluation  of  School  Nutrition  Programs."  pp.  10-11. 

'  Department  of  Agriculture,  Food  and  Nutrition  Serviu.  Annual  Report  of  Meal  Service  m 
Schools "  0980) 
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Opponents  of  a  mandatory  NSLP  maintain  that  such  action  is 
unnecessary,  on  the  grounds  that  over  90  percent  of  all  school  chil- 
dren are  in  participating  schools  and  that  many  of  the  nonpartici- 
pating  schools  are  thought  to  be  (as  of  1980)  relatively  affluent. 
They  also  argue  that  the  nonparticipating  schools  could  find  par- 
ticipation more  costly  than  do  schools  with  larger  numbers  of  poor 
students.22 

Some  opponents  of  a  mandatory  SBP  believe  that  providing 
breakfast  is  not  a  school  responsibility.  Others  contend  that,  under 
the  current  reimbursement  structure,  it  would  put  unnecessary  fi- 
nancial burdens  on  the  schools  because  costs  appear  to  exceed  reve- 
nues in  many  programs.  Still  other  critics  focus  on  the  operation- 
al difficulties  of  implementing  a  school  breakfast  program,  such  as 
staffing  and  the  rescheduling  of  buses  and  classes. 

Increase  the  reimbursement  rates  for  the  school  breakfast  program 

The  federal  government  could  foster  school  participation  in  the 
SBP  by  increasing  the  rate  at  which  schools  are  reimbursed  for 
breakfasts  they  serve.  Reimbursement  rates  could  be  raised  by  any 
amount,  and  the  cost  of  the  option  would  vary  accordingly.  If,  for 
example,  reimbursement  rates  were  increased  by  six  cents  per 
breakfast,  federal  outlays  would  increase  by  roughly  $42  million  in 
1986.24 

Proponents  of  this  approach  argue  that  the  SBP  is  effectively 
targeted  to  low  income  students,  but  that  relatively  few  schools 
participate.  They  believe  that  schools-- specially  those  in  low-  and 
moderate-income  areas— find  it  financially  difficult  to  participate 
in  the  SBP  because  reimbursements  are  usually  not  sufficient  to 
cover  costs.  These  schools  would  be  more  likely  to  participate  if 
the  reimbursement  rates  were  increased,  thereby  providing  many 
more  low-income  children  access  to  subsidized  brealdasts. 

Opponents  maintain  that  current  reimbursement  rates  are  ade- 
quate, and  that  the  additional  funding  for  cases  of  "severe  need'* 
allows  schools  that  face  financial  difficulties  to  meet  their  costs.'* 
Tliey  suggest  that  low  participation  levels  result  from  other  fac- 
tors—for example,  the  belief  of  some  school  administrators  that 
breakfasts  are  the  responsibility  of  the  parents,  and  difficulties 
such  as  the  scheduling  of  buses  and  additional  food  service  staff 
hours. 


'^Aflluent  ichools  might  find  it  more  co6tl>  to  participate  in  the  NSLP,  as  the  subsidies  for 
the  paying  cat«gor>  are  relatively  small  On  the  other  hand,  afHuent  school  distncta  are  prob- 
ably better  able  to  afford  such  co«t«. 

''•General  Accounting  Office,  "Majui  Factors  Inhibit  Expansion  of  the  School  Breakfast  Prx>- 
gram/'  June  16, 1980.  p.  iv. 

**  Under  this  vereion  of  the  option,  reimburwmenta  would  r)«e  hy  mx  centn  from  current 
levels  if*  e*ch  categoo  For  example,  rates  in  Fiscal  Year  1986  would  increase  from  68  cents  to 
74  centa  for  the  free  category. 

**  General  Accounting  Office.  "Major  Factors  Inhibit  Expansion  of  the  School  Breakfast  Pro- 
gram/* 

Increased  proportions  ifrum  44  percent  in  19S0  to  5u.5  percent  in  1983>  of  SBP  schoob  quah» 
fied  as  "severe  need"  schools  k Report  of  the  President  s  Task  Force  on  Food  Assistance,  p.  136>. 
These  schools  are  defined  as  those  Kaving  a  large  proportion  vmure  than  40  percent/  of  lunches 
served  in  the  free  »^r  reduced  price  4^tcgone».  u»  whose  preoaration  coita  are  greater  than  the 
federal  reimbursement  ratet>  ThK>  catcgonzation  allows  scnools  to  receive  roughly  13.5  cents 
more  .a  reimbursement^^  foi  the  free  and  reduced  price  categories.  Senate  Committee  on  Agri- 
culture, Nutrition  and  Forestry,  "Child  Nutrition  Programs.  Description.  HutoOt  Issues,  and 
Options"  (January  1983),  p,  25-26« 
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Raise  the  income-eligibility  guidelines  to  encompass  more  students 

Another  approach  would  be  to  raise  the  income-eligibility  guide- 
lines in  the  school  nutrition  programs  to  provide  more  low-  and 
moderate- income  children  access  to  subsidized  meals,  and  to  broad- 
en the  potential  base  of  participants  for  schools.  For  example,  a 
limited  expansion  could  be  made  hy  increasing  the  income  guide- 
line from  185  percent  to  195  percent  for  the  upper  bound  of  the  re- 
duced-price category.  This  would  cost  an  estimated  $22  million  in 
1986  and  would  serve  approximately  120,000  additional  students  in 
the  reduced-price  category,  roughly  31,000  of  whom  would  have 
been  in  the  paying  category  prior  to  the  change.^^  There  are  many 
possible  versions  of  this  option,  the  lower  income  guidelines  could 
be  raised  (for  example,  to  150  percent  of  poverty)  to  allow  more 
children  to  receive  free  meals,  or  both  the  lower  and  upper  guide- 
lines could  be  increased  (for  example,  to  150  percent  and  200  per- 
cent of  poverty,  respectively).  The  cost  of  this  approach,  and  the 
number  of  children  affected  by  it,  would  depend  on  the  size  of  the 
change  in  the  income-eligibility  guidelines.  In  general,  costs  would 
be  higher  for  expansions  in  the  free  meal  category  than  for  expan- 
sions in  the  reduced-price  category,  as  both  participation  and  reim- 
bursement level^are  much  higher  in  the  free  category.  More  low- 
income  children  would  be  reached  by  expanding  the  lower  catego- 
ry, however. 

This  general  approach  would  allow  bchools  to  receive  subsidies 
for  more  students  and  would,  depending  on  the  size  of  the  change 
in  the  guidelines,  give  them  greater  incentive  to  participate.  It 
would  therefore  be  likely  to  increase  the  number  of  low-income 
children  who  had  access  to  the  program,  and  would  allow  the  feder- 
al  government  to  target  additional  benefits  to  specific  groups.  On 
the  other  hand,  it  would  also  provide  federal  suDsidies  to  children 
whom  many  consider  to  be  less  needy. 


All  children  need  a  variety  of  routine  preventive  health  services 
(for  example,  ph>sical  and  dental  examinations)  and  acute  care  for 
childhood  diseases  and  accidents.  In  addition,  a  small  proportion  of 
children  require  substantial  physician  and  hospital  services  for 
major  illnesses,  particularly  during  the  first  year  of  life. 

A  variety  of  private  and  public  arrangements  help  poor  families 
with  children  satisfy  these  needs.  Children  of  some  working  poor 
are  covered  under  the  employment-related  health  Insurance  plans 
of  their  parents.  Most  part-time  employees  and  many  low  wage  em- 
plo>ees,  however,  are  not  covered  under  employer  health  insuc- 
ance.  Workers  who  change  jobs  or  incur  a  spell  of  unemployment 
often  go  uncovered  or  lack  coverage  for  preexisting  medical  condi- 
tions. Moreover,  private  insurance  plans  generally  do  not  cover  the 
routine  preventive  services  needed  by  all  children.  Historically, 


These  costs  wuuld  be  pnmarily  incurred  in  the  NSLP*  as  vcr^  few  students  participate  in 
the  reduced-price  and  paving  t^tegonc*  in  the  SBP.  Some  additivnal  cwts  would  al&o  be  in 
curred  in  the  Child  Care  rood  Program,  which  use*  ihe  ^ame  eligibihtv  guidelines  ab  the  School 
Lunch  and  Breakfa^^t  program^  The  Supplemental  Feeding  Program  for  Women,  InfanU>  und 
Children  A\IC*  u^eb  the  bame  upper  incomes! igibiiii>  guideline,  bui  no  additional  co&t6  would 
be  incurred  as  it  is  an  appropriated  program. 
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some  additional  care  has  been  provided  for  the  poor  by  hospitals 
and  physicians  as  charity  or  "bad  debt"  care.  Though  its  magni- 
tude has  always  been  uncertain,  there  is  some  concern  that  willing- 
ness to  provide  such  free  services  is  sharply  declining. 

Children  in  poor  families  have  two  principal  sources  of  public  fi* 
nancing  for  their  health  care;  Medicaid  and  federally  supported 
primary  care  centers.  Under  Medicaid,  the  federal  government 
shares  with  states  the  costs  of  financing  a  wide  range  of  health 
care  benefits  for  all  children  in  families  receiving  AFTXJ,  and,  at 
state  option,  other  children  in  families  with  income  above  AFDC 
levels  who  are  deemed  medically  needy.  In  general.  Medicaid 
covers  a  much  broader  range  of  services  than  private  insurance 
with,  at  most,  nominal  amounts  of  cost  sharing  by  patients.  The 
states  are  required  to  provide  preventive  screenings  and  follow-up 
treatment  to  eligible  children  through  Medicaid's  early  and  period- 
ic screening,  diagnosis,  and  treatment  benefit. 

Over  9  million  children— -both  poor  and  nonpoor— received  Med- 
icaid benefits  in  1983,  at  a  total  cost  of  about  $3.8  billion,  about  55 
percent  of  which  was  spent  by  the  federal  government,  with  the 
balance  financed  by  the  states.  Only  45  percent  of  poor  children 
were  covered  by  Medicaid  in  1982,  however,  because  of  restrictions 
on  the  categories  of  families  that  are  eligible,  as  well  as  the  fact 
that  state  AFDC  payment  standards  are  set  weil  below  poverty 
income  levels.  The  Deficit  Reduction  Act  of  1984  (P.L.  98-369)  re- 
quired states  to  phase  in  Medicaid  eltgibility  for  all  children  under 
five  years  of  age  who  live  in  families  with  incomes  below  state 
AFDC  eligibility  standards.  , 

Federally  supported  primary  care  centers— including  community 
health  centers  and  migrant  health  centers--serve  poor  families  re- 
siding in  medically  underser\'ed  areas.  Payment  for  care  is  based 
on  family  income,  with  families  at  or  below  the  federal  poverty 
level  being  eligible  for  free  care.  While  such  centers  do  not  provide 
services  for  major  illness  requiring  hospitalization— and,  therefore, 
are  not  a  complete  substitute  for  Medicaid  or  adequate  private  in- 
surance coverage— they  serve  many  low-income  families  who  are 
ineligible  for  Medicaid  by  virtue  of  family  structure  or  income 
level.  About  5.5  million  people  will  be  served  by  739  primary  care 
centers  at  a  federal  cost  of  $400  million  in  1985.  (Federal  subsidies, 
which  provide  just  under  half  the  centers'  revenues,  are  supple- 
mented by  revenues  from  nonpoor  patients,  private  insurance, 
Medicaid,  and  state  and  local  government  subsidies.)  Among  those 
served  are  perhaps  300,000  to  400,000  poor  children  who  are  ineligi- 
ble for  Medicaid  but  receive  free  ambulatory  care  through  such 
centers. 

Strategies  for  providing  children  In  poverty  with  greater  access 
to  health  care  services  include  expanding  Medicaid  eligibility,  in- 
creasing  the  number  of  federally  subsidized  primar>  care  centers, 
and  providing  school-based  health  insurance  coverage. 


ERIC 


>"  46-869  0  -  85  -  12 


328 

EXPAND  MEDICAID  EUGIBIUTY  TO  INCLUDE  ALL  CHILDREN  AND  PREG- 
NANT WOMEN  IN  FAMILIES  WITH  INCOMES  UNDER  65  PERCENT  OF 
POVERTY 

To  increase  access  to  health  care  for  low-income  children,  the 
Congress  could  require  all  states  to  extend  Medicaid  coverage  to  all 
children  and  pregnant  women  in  families  with  incomes  below  65 
percent  of  the  poverty  level.  This  option  could  provide  medical  care 
for  700,000  children  and  100,000  pregnant  women.  A  minimum  na- 
tional eligibility  standard  would  reduce  interstate  differences  in 
coverage  of  children  and  pregnant  women  with  similar  family  in- 
comes. It  could  be  implemented  through  existing  state  Medicaid 
agencies,  though  participation  in  the  program  by  this  newly  eligi- 
ble population  would  probably  be  low  because  they  are  not  a  part 
of  the  welfare  system. 

Expanding  Medicaid  eligibility  to  include  all  children  in  families 
with  incomes  under  65  percent  of  the  federal  poverty  level  would 
raise  annual  federal  outlays  for  the  Medicaid  pr^am  by  about 
$400  million.  Also,  those  states  with  AFDC  standards  under  the 
proposed  eligibility  level  Vould  be  required  to  raise  their  annual 
outlays  by  a  total  of  about  $300  million.  The  added  state  Medicaid 
costs  could  have  adverse  consequences  for  other  beneficiaries  of 
state  services,  if  states  chose  to  meet  their  share  of  increased  costs 
by  reducing  spending  elsewhere  in  Medicaid  or  in  other  areas. 

INCREASE  THE  NUMBER  OF  FEDERALLY  SUBSIDIZED  PRIMARY  CARE 

CENTERS 

The  Congress  could  enhance  access  to  primary  health  care  serv- 
ices for  poor  and  near-poor  families  by  authorizing  federal  subsi- 
dies for  new  community  or  migrant  health  centers.  The  additional 
services  could  lead  to  improved  levels  of  health  among  those 
served.  While  the  incremental  federal  spending  would  not  wholly 
accrue  to  children  in  poor  families,  about  60  percent  of  current  pro- 
gram beneficiaries  are  from  families  with  incomes  below  the  pover- 
ty level  and  another  25  percent  have  family  incomes  under  twice 
the  poverty  level.  Because  federall>  subsidized  primary  health  care 
centers  seek  Medicaid  and  private  insurance  reimbursements  from 
their  insured  patients  and  direct  payments  from  their  uninsured 
higher-income  patients,  the  federal  subsidies  to  centers  are  largely 
on  account  of  patients  below  or  near  the  poverty  line.  Unlike  enti- 
tlement programs  such  as  Medicaid,  federal  primary  care  subsidies 
are  subject  to  direct  Congressional  control  through  annual  appro- 
priations. Under  current  law,  the  annual  federal  subsidy  is  about 
§600,000  per  center,  an  expansion  of  one  center  per  state  would 
cost  $30  million. 

This  option  would  have  some  drawbacks,  however.  Under  the 
current  approach  to  federally  subsidized  primary  care  delivery, 
only  projects  in  medically  underserved  areas  are  eligible  for  sup- 
port. If  the  Congress  authorized  funds  for  new  centers  under  these 
guidelines,  the  oenefits  would  be  unevenly  distributed,  accruing 
only  to  families  in  the  service  areas  of  the  new  centers.  Even  a 
comprehensive  package  of  primary  care  services  would  fall  short  of 
fully  insuring  children  for  m^gor  illness. 
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PROVIDE  SCHOOL-BASED  HEALTH  INSURANCE  COVERAGE 

The  Congress  could  expand  health  insurance  coverage  for  low- 
income  children  by  subsidizing  private  insurance  purchased 
through  school  districts.^*  Compared  with  the  options  discussed 
above,  this  one  might  help  more  poor  children  by  using  public 
schools  to  identify  those  children  in  need.  Grants  could  be  provided 
to  each  district  to  purchase  group  health  insurance  for  low-income 
children  who  do  not  have  coverage  through  a  parent's  policy  or 
under  Medicaid.  States  could  be  required  to  match  federal  grants 
on  the  basis  of  their  federal  Medicaid  assistance  percentage. 

The  amount  of  the  grant  could  be  based  on  the  per-capita  cost  of 
providing  health  care  through  a  health  maintenance  organization 
(HMO),  with  an  allowance  for  the  increased  administration  costs 
that  school  districts  might  incur.  In  the  option  discussed  here,  for 
children  in  families  with  incomes  under  the  federal  poverty  level, 
the  full  federal  matching  rate  would  apply.  Half  this  amount  would 
be  provided  for  children  with  family  incomes  between  poverty  and 
two  times  the  poverty  level.  School  districts  could  request  local 
health  care  providers—including  insurers,  HMOs,  and  hospitals— 
to  bid  for  contracts  to  provide  health  care  to  their  uninsured  school 
children.  (Some  school  districts  already  involve  themselves  in 
health  care  coverage  by  requiring  certain  health  care  coverage  for 
participation  in  competitive  sports.)  Implementing  a  school-based 
health  insurance  program  for  uninsured  children  in  this  way  would 
increase  federal  outlays  by  $1.2  billion  in  fiscal  year  1986. 

Most  school-age  children  could  be  reached  through  this  option, 
thus  increasing  participation  by  the  target  population.  It  would 
make  health  insurance  available  to  an  estimated  3.2  million  uncov- 
ered children  under  the  poverty  threshold  and  as  many  at  2.8  mil- 
lion uncovered  children  between  poverty  and  two  times  the  poverty 
level.  Under  such  a  program,  schools  could  become  the  initial  con* 
tact  with  the  medic^  care  system  for  children,  who  could  then  be 
referred  to  the  health  care  provider  to  receive  any  necessary  care. 
This  option  would  probably  increase  the  likelihood  that  medical 
problems  identified  by  school  health  officials  would  receive  treat- 
ment. 

Some  people  object  that  schools  already  have  more  responsibil- 
ities, in  addition  to  education,  than  they  can  effectively  meet. 
Staffs  in  most  districts  are  not  qualified  to  carry  out  the  insurance- 
related  duties  that  would  be  required.  Even  though  the  grants 
could  defray  additional  administrative  costs,  the  option  could  be 
difficult  to  implement  in  district  where  there  are  few  eligible  chil- 
dren or  few  health  care  providers,  and  children  in  private  schools 
would  be  difficult  to  reach. 

Housing  Assistance 

The  Department  of  Housing  and  Urban  Development  (HUD)  and 
the  Farmers  Home  Administration  (FmllA)  provide  housing  subsi- 
dies to  low  income  families,  intended  to  upgrade  their  housing 


^Th©  cuncept  uf  a  5choul  based  health  insurfinc^  progiam  fui  low  inu>me  children  was  sug- 
gested by  Allen  Feezor  of  the  Blue  CrossoBlue  Shield  AMOciation. 
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quality  and  to  reduce  their  housing  costs. ^®  Most  programs  aid 
renters,  typically  reducing  tenants'  rent  payments  to  a  fixed  per- 
centage— currently  30  percent— of  their  incomes,  after  certain  de- 
ductions. Rental  assistance  is  provided  through  two  basic  approach- 
es, subsidies  tied  to  projects  specifically  constructed  for  low-income 
households,  and  subsidies  that  permit  renters  to  choose  standard 
housing  units  in  the  existing  private  housing  stock.  Outlays  for 
project-based  subsidies,  mostly  for  the  public  housing  and  the  Sec- 
tion 8  new  construction  and  substantial  rehabilitation  programs, 
totaled  $6.8  billion  in  1984.  Outlays  for  household-based  subsidies, 
through  the  Section  8  existing-housing  program,  amounted  to  $2.8 
billion  in  1984. 

Housing  assistance  programs  are  not  entitlement  programs,  nor 
are  they  specifically  aimed  at  families  with  children.  Under  cur- 
rent law,  a  household  is  generally  eligible  for  rental  assistance  if 
its  income  is  50  percent  or  less  of  the  median  in  its  area,  with  ad- 
justments for  family  size.^^  In  1983,  11.5  million  renter  households 
were  eligible  to  receive  assistance,  including  5.1  million  families 
with  children  (see  Table  4-1).  As  of  that  year,  an  estimated  3.5  mil- 
lion households  received  rental  subsidies  through  the  major  HUD  ' 
programs,  representing  about  30  percent  of  all  renters  in  the  target 
income  group.  About  28  percent  of  eligible  families  with  children 
were  served,  compared  with  48  percent  of  all  elderly  households, 
the  other  principal  eligible  group.^^  As  of  198^,  3.7  million  poor 
renters  with  children  remained  unserved. 

The  three  options  considered  below  would  expand  coverage  for 
poor  families  with  children.  The  first  would  make  housing  assist- 
ance an  entitlement  program  for  this  subgroup.  The  second  would 
reduce  subsidies  for  current  beneficiaries  to  finance  aid  for  a  larger 
number  of  families  with  children.  The  third  would  replace  housing 
assistance  for  some  current  beneficiaries  with  a  smaller  general 
income  supplement  that  would  be  available  to  all  poor  families 
with  children.  All  these  options  address  the  nonentitlement  charac- 
ter of  housing  assistance.  All  would  require  more  substantial 
changes  in  current  programs  than  would  options  presented  else- 
where in  this  paper  affecting  other  programs. 


-Mn  additiun  tu  providing  aid  through  d.rect  eubsidieb,  the  federal  government  addresses 
h«>u5»ing  netJdj>  through  various  mdirett  mtxhanisms,  mtludmg  commanU>  development  pro 
gramy,  mortgdge  tredi-  ~  id  insurance  activities,  and  ir^ome  tax  provisions.  These  approaches 
are  not  considered  here.  Foi  a  more  detailed  description  of  the  various  programs  see  Congre& 
sionai  Budget  Office,  ''ederal  Housing  Assistance.  Alternative  Approaches**  (May  1982). 

''•'A  iimited  proportion  of  funds  ma>  be  made  available  for  families  with  incomes  between  50 
percent  and  80  percent  of  the  area  median. 

In  addition,  the  FmHA  provided  rental  assistance  to  220,000  households  Since  no  demo- 
graphic data  are  available  for  the  latter,  they  are  excluded  from  this  analysis. 

Assistance  to  nonelderly  huusehwlds  without  children  is  provided  subject  to  strmgent  hmi 
tations. 
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TABLE  4-1.-H0USEH0LDS  ELIGIBLE  FOR  AND  RECEIVING  RENTAL  ASSISTANCE.  1983 

[In  thousands] 


With 

Without  children 

Total 

children 

Elderly 

Nonelderty 

Total  income-eligible  households... 

  8,030 

8,440 

4,020 

20.490 

Renters  

Owners  

  5,120 

  «  2,910 

3,280 
5,160 

3.090 
930 

11,490 
9,000 

Total  assisted  households^  

Assisted  as  percent  of  eligible 
group  ^  

  1,450 

renters  in 
 *   28 

1,560 
48 

490 
16 

3,500 
30 

'  The  number  of  assisted  households  includes  a  smai!  numbei  of  households  with  income  above  SO  percent  of 
their  area  medians.  Therefore,  the  proportions  of  income-eligible  households  receiving  assistance  are  somev^hat 
overstated,  in  addition,  the  FmKA  provided  rental  assistance  to  220,000  households,  ^ince  no  demographic  data 
are  available  for  the  latter,  they  are  excluded  from  this  analysis. 

Source.  Congressional  Budget  Office  tabulations  of  the  1983  Annua!  Housing  Survey  and  unpublished  data 
from  the  Depanment  of  Housing  and  Urban  Development. 

MAKE  HOUSING  ASSISTANCE  AN  ENTITLEMENT  FOR  POOR  FAMIUES 
WITH  CHILDREN 

Housing  assistance  could  be  made  available  to  all  families  with 
children  at  the  lowest  cost  by  expanding  household-based  aid.^^  The 
cost  of  an  entitlement  program  for  poor  families  with  children 
would  depend  on  the  participation  rate,  which  is  difficult  to  pre- 
dict. Experience  with  the  Experimental  Housing  Allowance  Pro- 
gram (EHAP)  has  shown  that  participation  rates  in  programs  of 
this  sort  depend  on  several  factors,  including  the  size  of  the  subsi- 
dy, the  program's  housing  standards,  and  the  effort  made  to  inform 
eligible  households  that  aid  is  available.^*  The  EHAP  experience 
suggests  that,  once  fully  phased  in,  an  entitlement  program  for 
poor  families  with  children  would  aid  about  50  percent  of  all  such 
households.  As^^uming  this  eventual  total  participation  rate,  an  en- 
titlement progr.im  for  low  income  families  with  children  would  add 
approximately  !^3.5  billion  per  year  in  1985  dollars  to  current  out- 
lays. Given  the  uncertainty  associated  with  actual  participation 
rates,  however,  the  ultimate  cost  might  be  higher  or  lov/er  than 
this  amount. 

This  option  would  reduce  the  uneven  treatment  of  households  in 
similar  economic  situations  and  would  provide  the  opportunity  for 
all  poor  families  with  children  to  be  adequately  housed  without 
having  to  spend  more  than  30  percent  of  their  incomes  in  rent.  In 


^^Ifk  rtxeni  /earb»  iht;  new -cunslrucliun  approach  hab  been  Virtuall>  abanduned  in  favur  uf  the 
lesb  cc«tl>  Sc*ctiori  H  txibting  huubing  program  and  the  recently  introduced  housing  vouchcrsi. 
The  major  difference  between  the  two  latter  program  t>pes  la  the  length  of  the  federal  commit- 
ment—15  years  for  Section  8  existing  housing  and  5  years  for  vouchers. 

^'For  e&timates  of  participation  rates  by  various  groups  of  households,  see  Ira  S.  Lowry,  ed., 
EApenmentirig  with  Housing  Allowancej*/  The  Rand  Corporatiuu  <Cafiibridge,  Mons.  Oeigesch- 
lager,  Gunn  and  Hain,  1983).  Chapter  4. 


ERIC 


332 


addition,  it  would  eliminate  the  need  for  public  housing  authorities 
(PHA's)  to  ration  aid  among  many  applicants. 

On  the  other  hand,  relying  on  the  existing  private  housing  stock 
to  provide  standard  housing  might  present  problems,  particularly 
for  large  households  that,  in  tight  housing  markets,  appear  to  face 
a  shortage  of  units  of  adequate  size  within  HUD's  rent  guidelines,^* 
Furthermore,  experience  with  EHAP  has  shown  that  participation 
rates  in  entitlement  programs  of  this  sort  fall  far  short  of  100  per- 
cent in  both  tight  and  loose  housing  markets.  Therefore,  in  prac- 
tice, disparities  among  households  with  similar  incomes  would  be 
likely  to  continue. 

RiSDUCE  BENEFITS  FOR  CURRENT  RECIPIENTS  AND  EXPAND  COVERAGE 
FOR  POOR  FAMIUES  WITH  CHILDREN 

Coverage  of  poor  families  with  children  could  be  expanded  with- 
out increasing  current  federal  outlays,  by  reducing  benefits  for  all 
current  participants  through  an  increase  in  tenant  rent  payments. 
Prior  to  1981,  assisted  tenants  contributed  25  percent  of  adjusted 
income  toward  housing  costs.  In  1981  the  law  was  changed,  raising 
rent  payments  to  30  percent  of  income,  with  the  increase  to  be 
fully  phased  in  by  1986. 

If  tenant  rent  contributions  were  again  increased  to,  say,  35  per- 
cent of  income,  a  total  of  $1.4  billion  in  annual  savings  would  be 
achieved  in  1990  once  the  change  was  fully  phased  in.  If  those 
funds  were  redistributed  to  aid  additional  eligible  families  with 
children  through  Section  3  existing  housing  assistance  or  vouchers, 
an  additional  368,000  households  could  be  assisted.  This  strategy 
would  represent  a  move  toward  equalizing  the  distribution  of  hous- 
ing assistance  without  affecting  the  federal  budget.  Many  eligible 
applicants  would  remain  unserved,  however,  and  the  burden  of 
hou&ing  costs  on  poor  families  now  being  subsidized  would  increase. 

REALLOCATE  CERTAIN  HOUSING  ASSISTANCE  TOWAPD  CASH  GRANTS 

Another  way  to  equalize  the  treatment  of  low-income  families 
with  children,  while  not  raising  federal  outlays,  would  be  to  trans- 
form some  housing  assistance  into  a  smaller— but  more  widely 
available— general  income  subsidv.  In  the  short  run,  the  most  ac- 
cessible pool  of  money  available  for  redistribution  would  consist  of 
annual  outlays  for  household  based  subsidies  from  the  Section  8  ex- 
isting  housing  and  voucher  programs.    While  these  sorts  of  subsi- 


' '  Under  the  new  vuuther  program,  a  household  is  allowed  to  occup>  a  unit  with  rent  above 
the  HUD  payment  standard,  provided  that  the  household  pays  the  difference. 

^*The  umuunt  uf  available  funds  wuuld  be  fairl>  modest  in  the  short  run  because  of  the  fund 
ing  inet.hani»m»  used  in  a^bibted  hu using  prugrams.  In  the  pro^ami  that  support  new  construe 
iiuit  ui  rehttbilitatiun  uf  assisted  housing  utnito,  federal  commitments  were  made  to  the  project 
uwnerb  fur  periuds  ranging  from  lo  to  40  years.  These  cunimitments  tak«  different  forms  in  van 
uu»  prugrams  Undei  productiun  programs  in  which  project*  are  privately  owned,  the  govern 
merit  guuraniccb  rent  subsidies  fui  tenants  ui  sulwidi^cs  project  mortgages.  None  of  these  funds 
wuuid  be  available  fur  redislributiun  in  the  shurt  run.  unless  the  government  offered  monetary 
inLeriuves  lu  induce  project  owners  to  convert  to  unsubsidized  status  before  the  federal  commit 
meiit  runs  ouv.  Under  the  public  housing  program,  hy  contrast,  projects  arO  owned  and  operated 
by  local  public  housing  authorities  <PHAtt>,  with  the  federal  government  paying  the  full  capital 
cosis  ana,  since  ihe  1960s,  a  share  of  the  operating  costs  as  well.  Payments  for  the  capital  costs 
represent  a  long-term  f^t:ral  obligation  and  hence  would  not  be  available  for  redistribution. 
Faymenid  for  operating  subisidies.  on  the  othti  hand,  art  provided  on  an  aftnual  basis  and  could 
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dies  are  tied  to  housing  consumption  because  of  the  requirement 
that  assisted  households  occupy  standard  housing,  they  are  already 
much  closer  to  general  income  transfers  than  are  project-based  sub- 
sidies. This  is  particularly  the  case  if  a  household  does  not  move  to 
a  different  dwelling  upon  receiving  housing  subsidies.  Also,  the  ma- 
jority of  households  assisted  under  these  programs  are  families 
with  children— the  same  target  group  as  for  the  more  widely  avail- 
able income  supplement. 

In  1985,  the  estimated  expenditures  for  all  household-based  subsi- 
dies under  the  Section  8  existing-housing  and  voucher  programs 
will  amount^  to  $2  billion,  providing  assistance  to  about  803,000 
households.^' The  average  subsidy  to  a  family  with  children  receiv- 
ing assistance  for  the  entire  year  will  amount  to  almost  $3,300.  The 
amount  of  cash  assistance  that  could  be  provided  per  family  with 
children  if  this  $2  billion  were  transformed  into  an  entitlement 
income  supplement  would  depend  on  the  definition  of  the  eligible 
group.  If  aid  were  limited  to  the  4.3  million  renter  families  with 
incomes  below  50  percent  of  the  area  median  who  do  not  live  in 
projects  that  would  continue  to  be  subsidized,  each  family  would  re- 
ceive about  $470  of  additional  income  per  year  in  1985  dollars.  If 
income  eligible  homeowners  with  children  were  included  in  the 
target  group,  the  annual  average  income  supplement  would  de- 
crease to  $280  per  household. 

Implementation  of  this  strategy  would  eventually  eliminate 
uneven  treatment  of  poor  renters  with  children,  but  only  in  the 
very  long  run,  once  all  federal  commitments  to  project  owners  had 
terminated.  This  option  would,  however,  increase  housing  costs 
substantially  for  those  households  that  no  longer  would  receive 
housing  aid.  Currently  assisted  households  with  children  would 
lose  up  to  90  percent  of  their  aid,  and  those  households  without 
children— principally  the  elderly— would  lose  all  assistance.  Many 
of  these  households  may  have  come  to  rely  on  their  housing  subsi- 
dies and  may  have  incorporated  them  in  their  housing  consump- 
tion decisions.  Thus,  some  households  might  be  forced  to  move 
from  their  current  residences  upon  losing  housing  assistance  pay- 
ments. In  addition,  based  on  experience  with  the  EHAP  program, 
in  the  absence  of  requirements  to  occupy  standard  housing,  a  gen- 
eral income  transfer  would  not  be  likely  to  contribute  substantially 
to  the  goal  of  reducing  the  incidence  of  substandard  housing,  par- 
ticularly in  view  of  the  limited  increase  in  each  household's 
income. 


presumably  be  terirurmted  Without  these  subsidies,  huwevei,  PHAs  would  have  to  increase 
rente  charged  to  then  tenunt^,  muktng  thib  huuHing  dtock  uaafturdable  fgr  the  puot.  This  might 
Ueat4:  a  {shortage  of  housing  available  to  the  poor,  particuiarb  tn  eome  large  cities,  where  puohc 
housing  ina>  represent  up  to  lo  percent  of  the  total  rental  housing  stock  and  a  much  larger 
share  of  the  Units  occupied  by  low*income  families. 

"^'This  figure  excludes  over  $1  billion  of  projected  outlays  fot  vanous  pruject-hased  subsidies 
under  the  Section  B  existing  houtiiag  and  moderate-  rehabilitation  pn^ani».  In  these  cases,  con- 
tractual obligations  to  project  owners  would  prevent  the  release  of  funds  for  periods  of  up  to  15 
years.  These  subsidies  mclude  pu>ment6  to  hguseholds  Itvtng  tn  older  projects  that  receive  as- 
ststance  under  HUD's  largely  inactive  mortgage-subsidy  programs. 
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CHAPTER  V.  OPTIONS  TO  DEAL  WITH  THE  EFFECTS  OF 

POVERTY 

While  the  poor  can  often  be  helped  by  policies  that  increase  their 
resources,  some  of  their  difficulties  may  be  better  dealt  with  by 
programs  that  seek  to  prevent  poverty  or  ameliorate  lis  effects. 
Programs  that  identify  nutrition  and  health  problems,  especially 
for  children  and  families  most  at  risk,  can  help  prevent  the  perma- 
nent effects  of  undernutrition  and  can  mitigate  problems  associat- 
ed with  hunger.  Similarly,  agencies  that  deal  with  child  abuse  and 
help  place  children  with  adoptive  parents  or  in  foster  homes  can 
reduce  the  incidence  of  child  abuse  and  help  families  prevent  its 
recurrence.  Education  programs  can  offer  remediation  or  other  spe- 
cial services  designed  to  meet  the  special  needs  of  some  poo**  chil- 
dren. Finally,  adolescents  may  require  special  services  to  prevent 
teenage  pregnancy,  or  to  help  adolescent  mothers  become  self-suffi- 
cient. This  chapter  discusses  options  for  dealing  with  each  of  these 
services. 

Nutrition  and  Health  Services— The  Supplemental  Food 
Program  for  Women,  Infants,  and  Children 

The  Supplemental  Food  Program  for  Women,  Infants,  and  Chil- 
dren (WIC;  provides  food  assistance  and  nutritional  screening  to 
low -income  pregnant  and  postpartum  women  and  their  infants,  as 
well  as  to  low -income  children  up  to  age  five.  Participants  in  the 
program  must  have  incomes  below  185  percent  of  poverty  and  must 
be  nutritionally  at  risk.^  Under  the  Child  Nutrition  Act  of  1966, 
nutritional  risk  is  defined  as  detectable  abnormal  nutritional  condi- 
tions, documented  nutritionally  related  medical  conditions,  health^ 
impairing  dietary  deficiencies,  or  conditions  that  predispose  people 
to  inadequate  nutrition  or  nutritionally  related  medical  problems.^ 

Evaluations  of  the  WIC  program  have  found  that  it  has  had  a 
positive  effect  on  reducing  low  birthweight  among  infants^a  condi- 
tion that  is  linked  to  poor  pregnancy  outcomes  and  increased  prob- 
ability of  infant  mortality.  WIC  has  been  especially  effective  for 
teenage  and  minority  mothers,  as  well  as  for  others  who  are  par- 
ticularly at  risk.^  Although  studies  have  also  found  that  the  pro- 
gram has  had  positive  effects  on  other  problems,  such  as  the  inci- 


'  Although  states  are  free  to  se>  their  upper  incume-eligtbilil>  hmiU  between  100  percent  and 
ibo  percent  ol  poverty,  the  majunt>  have  u&ed  18o  percent  uf  poverty  as  the  cutoff  Senate  Com 
mittee  on  Agriculture.  Nutrition  and  Forestry,  Child  Nutrition  Programs  Description.  History, 
Issues,  and  Options"  (January  19831,  p.  62 

Mbid..  p.  61.  ^    ,  . 

*  General  Accounting  Office.  WIC  Evaluations  Provide  Some  Favorable  but  no  Conclusive 
Evidence  on  the  Effects  Expected  for  the  Special  Supplemental  Program  for  Women,  Infants, 
and  Children"  (January  30. 1984).  pp.  ii.  iv.  and  v. 
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dence  of  anemia,  there  is  some  debate  over  the  conclusiveness  of 
these  other  findings.'* 

WIC  is  a  grant  program,  and  does  not  serve  all  who  are  eligible. 
In  1984,  $1.36  billion  was  appropriated  for  WIC,  permitting  it  to 
serve  approximately  3  million  women,  infants,  and  children.  Access 
to  the  program  is  uneven,  however.  It  is  difficult  to  estimate  what 
proportion  of  the  eligible  population  is  served— primarily  because  it 
is  not  clear  how  large  the  eligible  population  is.  While  one  can  esti- 
mate the  number  of  women,  infants,  and  children  who  are  income- 
eligible  for  the  program  (assuming  the  maximum  income  level),  it 
is  not  easy  to  ascertain  how  many  also  meet  the  nutritional  risk 
requirement.  An  estimated  30  percent  of  the  income-eligible 
women,  45  percent  of  the  income-eligible  infants,  and  20  percent  of 
the  income-eligible  children  were  served  in  1983.^  Some  argue  that 
most  low'income  women  and  children  have  either  some  sort  of  nu- 
tritional deficiency  or  an  inadequate  diet  that  could  lead  to  such  a 
deficiency,  and  therefore  that  most  of  those  who  are  income  eligible 
would  also  qualify  as  being  nutritionally  at  risk. 

If  the  Congress  chose  to  expand  WIC  coverage  to  a  greater  pro- 
portion (ft  the  eligible  population,  a  number  of  options  would  be 
available.  It  could: 

,  -Increase  appropriation  levels  to  provide  financial  assistance  to 
states  for  the  establishment  or  expansion  of  WIC  programs  in 
high-priority  areas  that  are  currently  underserved;  or 
^Convert  WIC  to  an  "Sntitlement  under  which  states  would  be 
reimbursed  for  each  client  served. 

INCREASE  APPROPRIATION  LEVELS  TO  PROVIDE  FUNDING  FOR  THE 
ESTABUSHMENT  OF  WIC  PROGRAMS  IN  HIGH-PRIORITY  AREAS 

The  WIC  program  serves  as  a  mechanism  for  identifying  low- 
income  women  and  children  who  are  zt  medical  and  nutritional 
risk,  and  can  link  these  women  and  children  to  the  larger  health 
system  through  referrals.^  Current  appropriation  levels  mean,  how- 
ever, that  states  cannot  serve  the  entire  eligible  population. 

One  means  of  expanding^  coverage,  without  creating  an  entitle- 
ment, would  be  to  increase  'funding  by  some  fixed  amount.  For  ex- 
ample, if  the  Congress  increased  appropriation  levels  by  $500  mil- 
lion, the  program  could  serve  approximately  1  million  additional 
people.*^  This  would  increase  coverage—^by  either  opening  new  WIC 
programs  or  expanding  current  efforts— without  increasing  admin- 
istrative complexity. 

This  kind  of  option  would  expand  coverage  with  a  relatively 
small  increase  in  total  funding,  yet  leave  future  expenditures 


*  Ibid »  p.  V  The  GAO  report  concluded  that  WIC  had  '  modestly  poeitive  effects*'  in  fome 
areas  uthei  than  low  birth  weight  ip.  ii>.  The  Department  of  Agriculture  la  currently  engaged  in 
a  mojor  WIC  evaluation,  and  the  results  should  be  released  shortly. 

^CBO  calculations,  based  on  March  19S.4  Current  Pooulation  Survev.  Note  that  these  esU* 
mateb  Are  based  ou  the  numbei  of  women,  tnfaritd,  and  cnildrcn  whose  household  incomes  were 
below  ISO  percent  of  poverty.  Individual  state  variaiiorts  in  tnujme  eligibility  guidelines  are  not* 
therefore,  taken  into  account. 

'See  Mark  Bendict,  Jr.,  Toby  H.  Campbell,  D.  Lee  Bawden,  and  Melvin  Jones,  'Toward  EiTl- 
ciency  and  Effectiveness  in  the  WIC  Delivery  System  '  v"Washington,  D.C,.  Urban  Institute,  Apnl 
1976). 

"*  Funding  foil  Ihe  operation  of  200  new  averagensized  WIC  programs  iapproxtmately  300  ch- 
enta  each)  would  cost,  for  example,  $31  million  in  1986. 
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under  the  control  of  the  appropriation  process.  Proponents  main- 
tain  that  WIC  is  a  cost-affective  way  of  improving  pregnancy  out- 
comes and  maternal  and  child  health.  They  also  argue  that  WIC*8 
health-screening  services  allow  for  the  early  detection  of  potential- 
ly disabling  and  costly  illnesses  and  health  problems.  Finally,  pro- 
ponents point  out  that  the  provision  c.  additional  prenatal  care 
would  reduce  future  health  care  costs,  as  inadequate  prenatal  care 
and  nutrition  are  linked  with  increased  costs  of  intensive  care  for 
newborns,  mental  retardation,  and  other  disabling  health  prob- 
lems.® On  the  other  hand,  people  who  question  WICs  effectiveness 
also  question  the  appropriateness  of  expanding  the  program.  Some 
argue  that  the  program  already  serves  those  who  are  most  in  need, 
and  that  expansion  is  unnecessary. 

CONVERT  WIC  TO  AN  ENTITLEMENT  PROGRAM 

WIC  coverage  could  be  extended  to  all  eligible  women,  infants, 
and  children  if  it  were  converted  to  an  entitlement  program- 
under  which  each  state  would  be  reimbursed  for  as  many  eligible 
clients  as  it  serves.  Under  this  alternative,  an  estimated  6.5  million 
to  7.5  million  people  could  be  eligible  for  WIC  on  the  basis  of 
income,  costing  up  to  $3.8  billion  dollars  in  1985  if  every  eligible 
woman,  infant,  and  child  participated.  It  is,  however,  quite  unlikely 
that  all  income-eligible  people  would  also  meet  the  nutritional  risk 
requirem^jnt,  or  that  they  would  all  participate  if  found  eligible. 

Proponents  of  this  option  argue  that  it  would  remedy  a  major  in- 
equity in  the  current  health  system  by  extending  WIC  coverage  to 
all  women  and  children  who  are  at  medical  and  nutritional  risk. 
Opponents  argue  against  the  creation  of  any  ne:v  entitlement  pro- 
gram at  this  time— mainly  because  eligibility  would  be  based  pri- 
marily on  inconie  level  and,  hence,  costs  could  be  difficult  to  con- 
trol. They  also  suggest  that  the  evidence  of  WICs  effectiveness  is 
not  conclusive,  and  that  major  expansions  should  not  take  place 
without  such  evidence. 

Child  Welfare  Services 

Cliiid  welfare  services  differ  from  the  other  programs  discussed 
in  thib  chapter  in  two  ways.  First,  these  programs  seek  to  help  chil- 
dren of  all  income  levels  who  are  neglected  or  abused  by  their  pir- 
ents,  rather  than  focusing  only  on  the  needs  of  poor  children,  al- 
though a  disproportionate  number  of  these  children  come  from  low- 
income  families.  Second,  the  level  of  state  intervention  is  much 
greater  than  in  the  other  areas  discussed— the  child  is  frequently 
in  the  partial  or  complete  custody  of  the  state,  and  parental  rights 
are  usually  at  risk  of  being  terminated. 

Child  welfare  service  programs  include  identification  and  protec- 
tion services  for  abused  and  neglected  children,  foster  care  for 
those  childen  who  must  be  removed  from  their  parents'  custody, 
and  adoption  assistance  to  help  them  obtain  permanent  homes.  An 


*  Institute  of  Medicine,  Prvvenurig  Iaiw  Birth  weight  ^Washingt^n,  D.C  National  Acadein> 
PrcM.  198i5).pp.  24-33. 
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estimated  850,000  cases  of  child  abuse  and  neglect  were  reported  in 
1981,  and  an  estimated  273,000  children  were  in  foster  care.^ 

Funding  for  child  welfare  programs  comes  from  state  (and  local) 
sources  as  well  as  federal  social  service  and  child  welfare  funds. 
One  study  estimated  that  52  percent  of  all  funds  spent  on  child 
welfare  services  in  fiscal  year  1982  came  from  state  and  local 
sources,  an  additional  30  percent  from  the  federally  funded  Social 
Services  Block  Grant  program  (SSBG,  or  Title  XX  of  the  Social  Se- 
curity Act),  9  percent  from  Title  IV-E  of  the  Social  Security  Act,  5 
percent  from  Title  IV-B  of  the  Social  Security  Act,  and  the  remain- 
der from  other  federal  sources.'^  Comprehensive  national  data  on 
the  number  of  children  and  families  receiving  various  child  welfare 
services,  and  the  costs  of  those  services,  are  inadequate.  The  collec- 
tion of  such  data  would  greatly  improve  efforts  to  evaluate  current 
services  and  programs,  and  to  assess  policy  options  in  this  area. 

Although  child  welfare  services  are  for  children  of  all  incoine 
levels,  children  from  low-income  families  are  overrepresented  in 
the  child  welfare  system.  Low-income  families  generally  do  not 
have  the  assets  to  deal  with  the  various  crises  that  commonly  con- 
front all  types  of  families,  and  can  find  it  difficult  to  afford  the  nec- 
essary services.  They  are,  therefore,  obliged  to  turn  to  public  pro- 
grams for  aid.  Consequently,  the  incidence  of  reported  cases  of 
child  neglect  (in  particular)  is  IJgher  among  low-income  families, 
but,  the  difference  from  higher-income  families  is  probably  over- 
stated.^^ In  addition,  after  Being  removed  from  their  homes,  poor 


•  Martha  R.  Burt  and  Karen  J.  Pittman,  nelping  the  Helpless.  The  Impact  of  Changes  in 
Support  Programs  During  the  Re<igan  AdminiBtration/'  discussion  paper  by  the  Urban  Insti 
tuie » Changing  Domestic  Prion ticsProjccl i Washington,  D.C .  Urban  Institute.  October  19845.  p 
13 

"  Jeffrey  Koshel  and  Madeleine  H.  Kimmich,  Summary  Report  on  the  Implementation  of 
P.L,  96-272"  (Washington,  D.C.  Urban  Institute,  September  1983).  p.  24. 

The  Sociai  Services  Block  Grant  tSSBG*  is  the  primary  source  of  federal  funding  for  social 
services.  Wiihm  broad  federal  guidelines,  states  are  allowed  to  choose  the  fcrvjoe*  they  wish  to 
fund,  design  their  own  programs,  and  establish  their  own  eligibility  criteria.  Services  funded 
through  the  SSBG  include  child  welfare  services,  child  care,  adult  tirotective  services,  homemak 
er  services,  and  others.  The  estimated  fiscal  year  1985  outlays  are  52.8  billion 

Taic  IV of  ihe  Social  Security  Act  ib  an  entitlement  program  that  provides  matching  funds 
to  the  stales  fur  foster  care  maintenance  costo.  These  funds,  however,  ate  restricted  to  children 
who  were  eligible  for  AFDC  when  they  entered  the  foster  care  system,  and  who  met  other  eligi 
biiily  ret^uirements  as  well.  Legislation  enacted  m  1980  required  that,  by  October  1983,  there 
must  be  reasonable  effort"  made  to  provide  all  children  receiving  foster  care  under  Title  IV  E 
wiih  prevention  and  rcumficatiun  services,  and  that  the  state  would  not  be  able  to  receive  fund 
mg  for  children  for  whom  such  efforts  had  not  been  made  States  are  not,  however,  allowed  to 
use  Title  IV-E  funds  to  pay  for  these  cervices-  The  fiscal  year  1985  estimated  outlays  are  $527 
million,  which  includes  $42  million  in  prior  year  claims. 

Tuie  IV -B  of  the  Social  Security  Act  cives  states  matching  funds  to  provide  a  ranee  of  child 
weitarc  services.  Title  IV-B  is  authonzed  for  i9P-S  at  $266  million,  although  estimated  l^S-*)  out 
lavs  are  $200  million.  Legislation  enacted  in  19J?C  iP.L.  96-272i  required  that  none  of  the  Title 
IV*-B  funds  above  the  i9f9  level  of  $rf6.5  million  be  spent  on  foster  care  maintenance  costs,  em 
ploymenl-related  child  care,  or  adoptiun  assistance,  m  urder  to  encMurage  the  development  of 
alternative  services.  This  legislation  also  included  o^hi^t  reautrement5  that  were  designed  to  pro- 
vide  states  with  incentives  to  provide  prevention  and  reunification  services. 

One  study  found,  in  the  late  1970  5  that  approximately  39  percent  of  the  child  neglect  cases 
and  26  percent  of  the  child  abuse  cases  receiving  services  were  from  AFDC  families.  Ann  Shyne 
and  Aniia  Schroeder,  Natiunal  Stt  dy  of  Social  Services  U>  Children  and  Their  Families"  fRock 
viile.  Md..  Westat.  Inc.  1978*,  cited  m  Burt  and  Ptttman,  "Helping  the  Helpless  (Washington, 
DC  Urban  In&titule.  i9H4/,  p.  22  Anothei  study  estimated  that  almost  hal."  of  the  protective 
services  caseload  comprised  families  that  had  received  publiv  assistance  iData  from  the  Nation 
ai  Center  for  Child  Abuse  and  Neglect,  cited  m  Burt  and  Pittman.  "Heloing  the  Helpless,  p 
i9  t  In  contrast,  during  the  same  period,  approximately  6  percent  of  alt  children  were  in  families 
that  received  AFDC  (Ibid ,  p.  22). 

The  hi^h  mcidence  of  reported  cases  among  the  pour  jpiobably  overstates*  IriK  actaai  <Ji»ercncc 
between  income  levels,  huwt;vt;r,  because  upper  and  middle  income  families  ar*  far  more  likely 
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and  minority  children  face  more  difficulties  in  returning  to  their 
parents*  homes  or  in  being  placed  in  other  permanent  homes.  |^ 

Recent  years  have  seen  an  increasing  effort  to  keep  families  to- 
gether by  providing  both  prevention  and  reunification  services.  The 
first  are  services  that  can  help  prevent  or  stop  the  incidence  of 
abuse  and  neglect,  and  therefore  prevent  the  parents  from  losing 
custody  of  the  child,  these  include  24-hour  access  to  intensive 
family-based  services,  homemaker  services,  counseling,  child  care, 
emergency  temporary  shelters,  and  crisis  intervention.  Reunifica- 
tion services,  on  the  other  hand,  help  the  family  to  resolve  its  prob- 
lems and  to  regain  custody  of  the  child  if  custody  has  been  lost; 
such  services  include  family  and  individual  therapy,  child  care, 
counseling,  and  a  number  of  services  related  to  the  transition  and 
the  follow-up  after  the  child  has  been  returned  to  the  home.  Effec- 
tive prevention  and  reunification  services  can  reduce  family  break- 
ups—thereby maintaining  the  integrity  of  the  family  as  well  as 
avoiding  the  high  costs  of  maintaining  a  child  in  foster  care  (1984 
average  annual  payments  were  appro>Jmately  $5,600).'^ 

The  Adoption  Assistance  and  Child  Welfare  Act  of  1980  (P.L.  96- 
272j  was  developed,  in  part,  to  provide  states  with  Incentives  both 
to  avoid  the  unnecessary  placement  of  children  in  foster  care 
through  prevention  services,  and  to  reduce  the  duration  of  the 

{ilacement  by  first  working  to  reunify  the  family  and,  if  unsuccess- 
arranging  for  the  child  to  be  adopted.  Funding  these  services  is 
essentially  limited  to  state  and  local  sources,  the  SSBG,  and  Title 
IV-B. 

Although  no  national  data  are  available,  some  evidence  suggests 
that  states  have  had  difficulty  in  fully  developing  and  implement- 
ing the  prevention  and  reunification  service  systems  required  by 
this  act.'*  One  reason  may  be  the  constraints  placed  in  recent 
years  on  each  of  the  main  sources  of  funding  for  child  welfare— the 
reductions  in  the  Social  Services  Block  Grant,  slower  growth  in 
Title  IV-B  funding  than  had  been  expected  when  Public  Law  96- 
272  was  passed,  and  the  fiscal  difficulties  experienced  by  many 
states— in  conjunction  with  an  increased  demand  for  crisis  serv- 


ices. 


15 


to  have  dct*?>*  lu  private  fevurtea  uf  auppurt  and  tounstlmg,  and  Ihtrefore  are  not  as  likel>  to  be 
reported  to  the  authorities 

Fur  example,  minoril>  children  are  m  ware  longer.  Black  parer.td  have  theu  parental  rights 
ternninated  ♦meaning  the  child  is  permanently  removed  f.»/ifi  parental  custod>>  more  often,  but 
their  children  are  adopted  less  often.  Burt  and  Pittman.  Heipiiig  the  Helpless,"  pp  19,  2S,  and 

The  average  co5>t  figure  cited  here  is  based  on  the  average  pu>ment  for  children  in  the  Title 
IV -E  AFDC  l«>ler  care  program  only.  Co&t«  for  foster  care  vary  *v»dely— by  state,  by  age  level  of 
the  child,  by  the  location  of  care  *  private  home  or  institatiQn>,  nnd  sometimes  by  special  needs 
designation.  For  example,  in  1980  tthe  last  time  foster  care  paym";:.^  data  were  broken  down  in 
thl^  wa>>.  average  annual  AFDC  pavmenta  for  children  in  foster  family  homes  were  $3,000, 
whiie  average  annual  payments  for  child  care  institutions  were  $14,000.  "Social  Security  Bulle 
tin,"  vol  44,  no.  11  (November  1981),  p,  53. 

*  For  example,  a  Mx-state  survey  conducted  by  the  Urban  Institute  found  that  only  two  of 
the  SIX  uiates  expanded  their  state  funding  fur  preventive  services.  It  also  found  that  some  state* 
haU  lo  choose  between  maintaining  funds  for  current  crisis  services  and  providing  funds  for  new 
prevention  services.  Not  surprising! v.  it  appears*  that  funding  for  criSis  "jervices  was  maintained 
ko&hei  and  Kimmich.  "Summary  fteport  on  the  Implementation  of  Public  Law  96  272."  p  8 
The  number  of  reported  cases  ol  child  abuse  and  neglect  doubled  between  1976  and  1981 
Thib  increase  is  attributed  U>  a  combination  of  factor*,  including  an  increase  in  the  public 
awarene&s  of  the  problem  and  an  actual  increase  in  the  incidence  of  ahuH.  partly  resulting  from 
j.iress  caused  by  increased  unemployment  and  related  financial  difHculties.  Burt  and  Pittman, 
"Helping  the  Helpless."  pp  2:^-24 
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If  the  Congress  decided  to  further  the  development  of  prevention 
and  reunification  services  in  the  child  welfare  system,  it  could. 
—Increase  funding  for  the  Social  Services  Block  Grant  (SSBG), 

and  earmark  the  additional  funds  for  child  welfare  services; 

and 

—Provide  incentive  funding  to  foster  innovative  state  approaches 
to  prevention  and  reunification,  as  well  as  funding  to  evaluate 
and  disseminate  information  about  such  approaches  to  other 
states. 

INCREASE  FUNDING  FOR  THE  SOCIAL  SERVICES  BLOCK  GRANT,  AND 
EARMARK  THE  ADDITIONAL  FUNDS  FOR  CHILD  WELFARE  SERVICES 

This  option  would  earmark  additional  funds  for  the  development 
of  prevention  and  reunification  services  for  low-income  families.^® 
It  would  increase  the  states'  ability  to  develop  the  services  mandat- 
ed by  the  Adoption  Assistance  and  Child  Welfare  Act  of  1980. 

Although  several  states  are  in  good  fiscal  condition,  proponents 
of  this  option  argue  that  some  states  do  not  currently  have  the  re- 
sources to  develop  prevention  programs.  They  maintain  that  the 
development  of  such  services  should  not  depend  on  the  fiscal  condi- 
tion of  individual  states.  Further,  they  contend  that  such  services 
are  cost-effective  because  they  reduce  the  need  for  foster  care.  Op- 
ponents maintain  that  this  option  would  restrict  the  ability  of  state 
governments  to  determine  their  own  service  priorities,  thus  partial- 
ly reversing  the  block  grant  process.  Some  also  argue  that  the  ef- 
fectiveness of  preventive  services  has  not  yet  been  established,  and 
that  funding  therefore  should  not  be  focused  on  this  area. 

PROVIDE  INCENTIVE  FUNDING  TO  FOSTER  INNOVATIVE  STATE 
PREVENTION  AND  REUNIFICATION  SERVICE  PROGRAMS 

Additional  funding  could  also  be  provided  to  encourage  innova- 
tive approaches  to  help  low  income  families  in  the  child  welfare 
system. 

Although  several  approaches  are  possible,  one  alternative  would 
be  to  allow  states  to  receive  additional  funds  up  to  10  percent  of 
their  Title  IV-B  funding  to  develop  prevention  and  reunification 
programs.  This  would  cost  a  maximum  of  $20  million  for  1985. 
These  programs  could  include  an  evaluation  component  to  examine 
the  effects  and  costs  of  different  approaches.  The  federal  govern- 
ment could  also  provide  funds  (through  the  Children's  Bureau)  to 
encourage  the  collection  and  dissemination  of  information  about 
new  prevention  and  reunification  efforts.  Some  states  have  already 
developed  innovative  programs,  and  information  could  be  dissemi- 
nated  about  these  current  efforts  as  well. 

Two  existing  programs,  described  below,  illustrate  state  initia- 
tives that  might  be  fostered  hy  increased  federal  funding.  The  first 
provides  an  innovative  alternative  to  out-ofhome  care  for  low- 
income  families,  and  the  second  aids  selected  families  who  are 
trying  to  regain  custody  of  their  children. 


*  ensure  expansivn  <»f  i^erviceb,  lathei  than  merel/  isubstitutiyn  yf  federal  for  state  fund- 
ing, the  legislation  would  have-  to  include  a  maintenance  of  effort  clause. 
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Emergency  cash  fund  for  child  protective  services 

In  1979,  New  Jersey  implemented  a  statev/ide  program  that  es- 
tablished an  Emergency  Cash  Fund  for  families  whose  children 
have  been  identified  as  being  neglected  or  abused.  The  program 
provides  families  with  payments  to  help  them  resolve  emergency 
situations  such  as  rent  problems,  food  shortages,  and  utility  cutofFs. 
The  program  is  intended  to  prevent  immediate  harm  to  children,  to 
prevent  the  out-of-home  placement  of  children,  and  to  improve  the 
relationship  between  the  client  and  the  caseworker.  The  service 
was  to  be  used  only  if  all  other  resources  had  failed." 

Evaluations  of  the  program  have  found  that  the  grants,  which 
averaged  $123,  had  positive  effects — helping  families  overcome 
crises,  and  allowing  the  welfare  agencies  to  respond  quickly  to 
problems  that  presented  potential  danger  to  the  children.  Specifi- 
cally, the  evaluations  found  that,  in  the  majority  of  cases,  the 
at  ncy  decided  there  was  no  longer  any  danger  to  the  child  less 
than  1  year  after  the  cash  assistance  was  awarded,  and  so  closed 
the  case.  Eighty  percent  of  the  caseworkers  reported  that  the  par- 
ticular problem  that  had  elicited  the  cash  assistance  had  not  re- 
curred in  the  following  year,  and  69  percent  reported  that  the  fami- 
l>*s  situation  had  improved  or  that  the  grant  had  helped  to  main- 
tain the  family's  integrity.  Almost  40  percent  of  the  caseworkers 
found  that  the  emergenc^j  assistance  allowed  the  family  to  stay  to- 
gether when  the>  otherwise  would  have  had  to  separate.  The  eval- 
uations tentatively  concluded  that  the  fund  was  able  to  prevent 
both  the  continuation  and  the  reemergence  of  crisis  situations,  and 
apparently  had  a  measurable  effect  in  preventing  the  placement  of 
children  outside  their  homes. 

The  family  reunification  benefits  program 

Massachusetts  recently  implemented  the  Family  Reunification 
Benefits  Program  (FRBP),  an  effort  to  assist  poor  families  (primari- 
ly AFDC  recipients)  whose  children  have  entered  foster  care.  It  ad- 
dresses the  fact  that  parents  whose  children  are  placed  in  foster 
care  usually  lose  some  or  all  of  their  AFDC  benefits.  At  the  same 
time  that  the  parents  face  reduced  income,  however,  they  are  ex- 
pected to  resolve  the  problem  that  caused  the  placement,  as  well  as 
maintain  an  adequate  home  so  the  children  will  be  returned. 

The  FRBP  provides  cash  benefits  to  AFDC-eligible  families  whose 
children  are  either  expected  to  be  in  care  for  6  months  or  less  (FRB 
Short-Term  Placement  Benefits),  or  are  expected  to  be  returned 
home  in  3  months  (FRB  Return  Home  Benefits).^®  The  benefits  are 
provided  to  families  onl>  once.  This  program  has  not  yet  been  eval- 
uated. 


Other  iocaiifes  have  implemented  Similar  programs  For  example,  the  San  Francisco  De- 
panmt'nl  vi  SoLiat  Scrvn.e&  opcraieu  an  emer^jenc^  asMbtanoe  program  with  funding  from  pri 
vale  foundations  and  corporations. 

"Leroy  H.  Pelton  and  Ehzabeth  Fuccello,  An  Evaluation  of  the  Use  of  an  Emergenc>  Cash 
Fund  in  Child  Protective  Services  *  December  1978>,  and  Ehzabeth  Fuccello  and  Fred  Lowe,  "A 
Foilow-up  Evaluation  of  the  Use  of  an  Emergency  Cash  Fund  in  Child  Protective  Services"  (Oc 
tober  iy£u>,  Bureau  of  Research,  Division  of  Youth  and  Famil>  Services,  New  Jersey  Depart 
ment  of  Human  Services. 

'Families  eligible  for  the  FRBP  include  iho^e  who  continue  to  receive  AFDC  for  other  chll^ 
dren  sliil  in  the  home,  aii  well  as  those  whose  AFDC  pa>ment6  stopped  when  the  child  was 
placed. 
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Targeted  Education  Programs 


Poor  children  are  more  likely  than  others  to  fare  badly  in  school, 
for  a  variety  of  reasons.  Their  parents  tend  to  have  less  education 
themselves,  and  in  some  cases  their  homes  may  provide  less  sup- 
port for  learning  the  skills  and  information  on  which  success  m 
school  depends.  About  half  of  poor  children  live  in  single-parent 
homes,  and  their  parents  may  find  it  particularly  hard  to  provide 
resources  and  time  for  their  children.  A  variety  of  other  effects  of 
poverty— including  factors  as  diverse  as  poor  nutrition,  inadequate 
medical  care,  ana  psychological  stress— may  interfere  with  poor 
children's  performance  and  learning  in  school.  In  addition,  local- 
ities with  nigh  concentrations  of  low-income  students  may  find  it 
particularly  difficult  to  raise  funds  to  pay  for  high-quality  educa- 
tion programs. 

Many  federal  programs,  including  some  outside  the  area  of  edu- 
cation itself,  could  help  the  school  performance  of  many  children. 
This  section  considers  two  options  for  changing  programs  with  a 
major  emphasis  on  education,  expansion  of  Head  Start,  and  in- 
creased funding  for  compensatoiy  education. 


Head  Start,  first  authorized  in  1964  by  the  Economic  Opportuni- 
ty Act,  provides  a  wide  range  of  services  to  low-income  children 
and  their  families  in  the  context  of  a  preschool  child  care  program. 
Its  goals  are  diverse  and  include  both  helping  the  children  and 
their  families  with  their  present  circumstances  and  lessening  the 
disadvantages  faced  subsequently  by  many  such  children  in  school 
and  in  future  work.  The  services  provided  include  child  care  with  a 
developmental  orientation,  physical,  dental,  and  mental  health 
services  (including  screening  and  immunizations);  and  nutritional 
and  social  services.  Parental  involvement  is  extensive,  through 
both  volunteer  participation  and  employment  of  parents  as  Head 
Start  stafF.  Formal  training  and  certification  as  child  care  workers 
is  provided  to  some  parents  through  the  Child  Development  Associ- 
ates program. 

Head  Start  primarily  serves  children  between  the  ages  of  3  and  5 
and  their  families.  More  than  90  percent  of  the  children  served  are 
poor,  and  over  10  percent  are  handicapped.  In  fiscal  year  1885,  ap- 
proximately 450,000  children— about  19  percent  of  3  to  5  year-old 
children  in  poverty— are  expected  to  be  served  in  full-year  Head 
Start  programs.^*' Only  about  one-fifth  of  those  served,  however,  are 
in  full-day  programs  (more  than  6  hours  per  day). 

Head  Start  is  effective  as  a  means  of  providing  services  to  its 
target  population,  but  its  impact  on  the  subsequent  school  experi- 
ence of  children  in  the  program  remains  unclear.  On  the  one  hand, 
a  small  number  of  carefully  designed  studies  have  demonstrated 
that  preschool  education  programs  can  substantially  decrease  the 
frequency  of  school  failure  among  poor  children.    One  study  also 


**The  estimate  of  the  proportion  of  poor  children  served  b>  Head  Start  m  fiscal  year  1986  ti 
based  on  the  assumotion  that  the  1985  poverty  rate  will  fall  to  1981  levels. 

"See,  for  example.  JR  Berrueta -Clement  and  others.  "Changed  Lives.  Th©  Effect*  of  the 
Perry  Prcsthool  Prc^ram  on  Youths  Through  Age  ID"  vYpeilanti.  The  High^ Scope  Press.  1984^ 
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found  substantially  higher  employment  rates  and  lower  rates  of  de- 
tention and  arrest  among  poor  19-year-old  youths  who  had  been 
provided  preschool  education. On  the  other  hand,  the  evidence  is 
ambiguous  concerning  the  extent  to  which  Head  Start  itself  has 
demonstrated  such  success.  This  ambiguity  reflects  the  difficulty  of 
finding  control  groups— that  is,  groups  of  children  excluded  from 
Head  Start  who  could  be  considered  truly  comparable  to  those  in 
the  program^-whose  performance  could  indicate  how  Head  Start 
children  would  have  fared  without  the  program.  It  also  reflects  the 
difficulty  and  expense  of  following  large  groups  of  children  for 
many  years  to  monitor  their  experiences  in  school. 

Expansion  of  Head  Start  could  serve  a  number  of  disparate  pur- 
poses,  including,  providing  high-quality  child  care  that  meets  clear 
standards  to  children  of  working  parents  currently  receiving  less 
adequate  care,  increasing  access  to  social  services,  health  screen- 
ing, and  health  services  such  as  immunization,  providing  helpful 
cognitive  stimulation  to  the  children,  perhaps  decreasing  the  likeli- 
hood of  later  school  failure  or  unemployment,  providing  benefits, 
through  parent  participation  and  changed  parental  behavior,  to 
siblings  of  enrolled  children,  making  it  feasible  for  additional  par* 
ents  to  work  by  providing  child  care,  and  providing  employment 
and  training  for  the  mothers  of  some  low  income  children  and 
other  low-income  adults. 

Additional  money  could  be  used  for  a  variety  of  purposes,  includ- 
ing: 

—Extending  services  to  a  greater  proportion  of  poor  children  in 
the  3-to-5  age  group; 

—Increasing  the  proportion  of  children  receiving  full-day  serv- 
ices; or 

— Extending  services  to  children  under  age  3. 

Extending  the  current  services  to  more  3-to-5-year-olds  would 
have  the  advantage  of  increasing  the  number  of  children  served, 
maximizing  for  each  additional  dollar  the  number  of  children  re- 
ceiving such  services  as  immunizations,  health  screenings,  and  im- 
proved access  to  social  services.  Its  drawback  is  that  it  would  prob- 
ably do  less  to  free  additional  parents  to  work  than  would  increas- 
ing the  proportion  of  children  receiying  full-day  services.  On  the 
other  hand,  given  the  small  proportion  of  children  now  receiving 
full  day  services,  the  second  option  could  consume  large  amounts  of 
additional  funding  before  any  additional  children  were  served. 

Extending  services  to  children  under  age  3  would  have  two  prin- 
cipal advantages.  First,  it  would  provide  the  diverse  benefits  of  the 
program  to  children  at  very  young  ages— when  in  some  cases  their 
effects  might  be  greatest— and  for  a  longer  period  of  time.  Second, 
it  would  free  some  parents  of  very  young  children  to  work.  On  the 
other  hand,  extending  services  to  younger  children  would  have  sev- 
eral drawbacks.  The  cost  per  student  would  be  higher  for  any  given 
level  of  quality  of  care  (because  of  the  higher  staff  to-student  ratios 
required  for  younger  children).  It  would  require  changes  in  the  op- 
eration of  centers  and  training  of  staff.  To  the  extent  that  this 


and  R  Darlinjjtun  and  olhurs»,   Prtnsthwl  ProKrami*  and  Later  Sthwl  Compile  nee  of  Children 
from  Low-Income  Families,"  Science,  vol,  208  < April  II.  10<sn).  pp  202-204 
"Bcrrueta-Clement,  "Changed  Lives  " 
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change  resulted  in  children  remaining  in  the  program  longer,  it 
would  do  less  to  expand  the  number  of  children  served  than  would 
many  other  options.  Finally,  taken  alone,  it  would  do  nothing  to 
solve  the  employment  problems  experienced  by  parents  because  of 
half-day  programs. 

The  costs  of  sizable  expansions  of  Head  Start  could  be  high.  The 
average  annual  cost  per  child  is  now  approximately  $2,400.  Ex- 
panding services  to  additional  children  in  areas  that  currently 
have  centers  would  probably  cost  nearly  as  much  on  a  per-child 
basis— roughly  a  quarter  of  a  billion  dollars  per  additional  100,000 
children  served.  Extension  of  services  to  areas  in  which  no  services 
are  currently  provided  (generally,  rural  counties  with  small  popula- 
tions) would  cost  considerably  more,  because  of  the  high  costs  of 
transportation  in  rural  areas.  Extension  of  the  program  to  full  days 
would  be  the  cheapest  option  on  a  per  hour  basis  because  of  fixed 
costs  (such  as  rent). 

INCREASE  FUNDING  FOR  COMPENSATORY  EDUCATION  (CHAPTER  1) 

Chapter  1  of  the  Education  Consolidation  and  Improvement  Act 
of  1981  (formerly.  Title  I  of  the  Elementary  and  Secondary  Educa- 
tion Act)  provides  funding  for  compensatory  education  programs 
for  low-income  and  "educationally  deprived  '  students.  Funds  are 
allocated  to  districts  and  schools  on  the  basis  of  the  number  of  low- 
income  children,  but  children  are  selected  to  receive  services  on  the 
basis  of  their  level  of  achievement,  independent  of  their  income. 
The  purpose  of  the  program  is  twofold,  to  help  disadvantaged  stu- 
dents improve  their  educational  performance,  and  to  provide  fiscal 
relief  for  districts  burdened  by  larger  numbers  of  poor  children 
with  special  educational  needs.^^ 

Title  I  was  found  to  be  highly  effective  in  targeting  fiscal  relief 
to  districts  with  large  numbers  of  poor  children.^*  Evaluations  have 
also  consistently  found  that  the  program  has  positive  short-term  ef- 
fects on  student  performance.  Evidence  about  its  longer-term 
impact  is  more  mixed,  as  some  studies  show  a  tendency  for  former 
compensator>  education  students  to  regress  somewhat  (in  terms  of 
their  percentile  ranking  among  all  students)  after  leaving  the  pro- 
gram.^'' On  the  other  hand,  groups  that  are  the  primary  recipients 
of  these  services  (such  as  minority  students  and  students  attending 
disadvantaged  urban  schools)  have  shown  relative  gains  in  achieve- 
ment in  recent  years,  and  some  observers  suggest  that  this  may  re- 


Omnibus  Budget  Reconciliation  Act  of  19H1,  section  Twi 

^'Tht  Hiuht  reu-nt  tvulualion  of  the  di^tribuliunal  imparl  uf  federal  compensalur>  education 
funding  was  curidutled  in  the  mid  1970s  by  the  National  Institute  of  Education.  Title  I  Funds 
Ailucalion  Tlie  Current  Formula  ^September  .30,  1977k  The  effect  ot  subsequent  legislated 
changeji  ii>  therefore  uncleafn 

"'Sw,  for  example.  Education  Department.  Annual  Evaluation  Report,  Fiscal  Year  1982." 
Dp  29  .12,  and  R  M  Gabriel.  'Sustained  Achievement  of  Differential  Patterns  of  Compensatory 
Eoucatiwn  A  Longitudinal  Data  Babe."  m  R  StonehiU  kChair/.  The  Sustained  Achievement  of 
Title  I  Chaptei  1  Studenb  A  National  Study  ^Symposium  presentt»d  at  the  annual  meeting  of 
the  Aniericart  Educational  Research  Association.  April  lOfio  >  Preliminary  findings  from  some 
recent  reM.'arch  fuggt^t  that  skillb  in  the  areas  that  arc  most  emphasized  and  practiced  tn  com- 
ptfts^twry  proj;ram&  art  often  not  lost  Rather,  the  tendency  of  formei  compensatory  students  to 
fall  back  in  terms  of  thcir  percentile  ranking  after  leaving  ihe  program  appears  to  stem  from  a 
loss  of  )ess-empha?iA,'d  skilL  und  perhaps  an  tnabiht^  to  niastiT  new  material  subsequently  pre- 
sented »n  regular  classes  at  a  .-.ufficitntly  japid  late.  JlobiTt  M.  Stonehill,  personal  communica* 
tion,  May  1985.1 
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fleet  the  effects  of  this  program."  While  compensatory  education 
may  have  played  a  role  in  this  trend,  however,  such  a  role  has  not 
been  clearly  documented. 

While  appropriations  for  Chapter  1  have  fluctuated  relatively 
little  in  recent  years  and  are  currently  about  14  percent  above  the 
level  of  1979,  the  real  level  of  support  provided  by  these  appropria- 
tions has  been  seriously  eroded  both  by  inflation  and  by  the  grow- 
ing number  of  children  in  poverty.  In  real  terms,  the  1985  appro- 
priation for  Chapter  1  is  roughly  29  percent  lower  than  the  1979 
appropriation.  The  real  funding  per  poor  child  has  declined  even 
more  markedly;  in  1983  (the  last  year  for  which  data  on  the 
number  of  children  in  poverty  are  available),  real  appropriations 
per  child  in  poverty  were  53  percent  of  the  1979  level.  While  the 
number  of  poor  children  in  1985  is  not  yet  known,  it  is  likely  that 
1985  Chapter  1  appropriations  per  poor  child  have  increased  mod* 
estly  since  1983  but  remain  far  below  the  1979  level." 

Increasing  Chapter  1  by  $1.5  billion  would  fully  offset  the  decline 
of  real  funding  levels  attributable  to  inflation,  but  would  offset 
none  of  the  additional  erosion  caused  by  the  increased  number  of 
children  in  poverty.^®  This  would  enable  districts  to  extend  services 
to  some  of  the  newly  poor  children  who  are  in  need  of  compensato- 
ry education.  It  would  also  enable  some  districts  to  maintain  spe- 
cial services  for  a  longer  part  of  some  children's  schooling— which, 
the  evidence  suggests,  may  be  necessary  to  maintain  the  gains 
shown  by  some  compensatory  education  students.  On  the  other 
hand,  given  current  budgetary  constraints,  channeling  such  a  large 
amount  of  money  into  Chapter  1  might  reduce  funding  available 
for  other  services  for  children  in  poverty  that  some  mi^ht  consider 
more  urgent.  Some  also  argue  that  since  the  program  s  long-term 
impacts  are  less  clear,  funding  should  not  be  expanded. 

Services  Related  to  Adolescent  Pregnancy  and  Parenthood 

Problems  of  adolescent  pregnancy  and  parenthood  are  central  to 
any  discussion  of  poverty  among  children.  Teenage  mothers,  and 
women  who  became  mothers  when  the^  were  teenagers,  are  very 
likely  to  be  poor,  and  the>  comprise  a  disproportionate  share  of  the 
AFDC  population.  Adolescent  parenthood  is  therefore  related  to 
poverty  experiences  among  two  groups  of  children —teenagers,  who 
are  themselves  still  children,  and  their  children. 

The  rest  of  this  chapter  describes  problems  of  teenagers  who 
have  children  and  then  examines  options  to  prevent  teenage  preg- 
nancy or  to  reduce  poverty  among  teenage  parents. 


"See,  fyi  extimpie,  Archie  E  Lapomte,  Statement  to  the  Subcommittee  on  Elementary,  Sec 
vuduty*  and  Vixaliunal  Educaliun  of  the  Huuse  Committee  on  Education  and  Labor,  January  31, 
1984. 

'  Between  and  i9b0,  total  Chapter  1  aPPioprmtions  increased  only  slightly  more  than 
enough  to  offset  inflation.  The  number  of  chJaren  in  poverty,  however,  is  likely  to  have  de- 
creased a»  a  rtrsuU  of  the  current  economic  recovery.  If  the  number  of  poor  children  in  1985  is 
equal  to  the  numbci  in  1980— a  rathei  optimistic  assumption  real  Chapter  1  funding  per  child 
in  poverty  in  1985  would  be  63  percent  ol  that  in  1979. 

^"The  overlap  between  children  in  poverty  and  those  showing  the  chronic  low  achievement 
that  IS  the  fotu»  of  cumpen»atory  educatiun  is  not  complete,  and  an  unknown  proportion  of 
newly  poor  childern  du  not  require  the  services  tvpicallv  provided  under  Chapter  1,  although 
they  may  require  other  opecial  services.  AccordingU,  real  appropriations  per  poor  child  in  need 
of  compensatory  education  havi-  fallen  by  lets*  than  have  real  appiopnation*  per  poor  child. 
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THE  PROBLEMS  OF  PREGNANT  ADOLESCENTS  AND  ADOLESCENT  PARENTS 

Adolescent  pregnancy  and  parenthood  have  received  increasing 
attention  in  recent  years.  Three  trends  are  of  particular  concern. 
First,  the  adolescent  pregnancy  rate  rose  steadily  throughout  the 
1970's,  although  its  growth  appears  to  have  leveled  off  in  the  last 
few  years  (see  Chart  2).^®  Over  one  million  teenagers  have  become 
pregnant  each  year  since  1974.  Using  pregnancy  rates  from  the 
late  1970's,  it  was  projected  that  four  out  of  every  ten  girls  aged  14 
would  become  pregnant  before  they  were  20.^°  Second,  although  its 
rate  of  growth  has  also  slowed  recently,  the  use  of  abortion  by  ado- 
lescents increased  during  the  1970  s--~rising  from  24  percent  of  all 
adolescent  pregnancies  in  1973  to  39  percent  in  1982.^*  Third,  the 
birthrate  of  unmarried  teenagers  has  risen  by  29  percent  between 
1970  and  1982  (see  Chart  3).  When  combined  with  the  increasing 
propensity  of  teenagers  to  raise  their  children  themselves  rather 
than  allowing  them  to  be  adopted,  this  trend  has  resulted  in  in- 
creasing numbers  of  single  teenage  parents.  These  rates  and  trends 
differ  among  races,  with  birthrates  and  unmarried  birthrates  sub- 
stantially higher  among  blacks  and  other  minorities  than  among 
whites.  In  recent  years,  however,  the  unmarried  birthrate  among 
whites  has  increased  substantially  while  that  of  blacks  has  de- 
creased. 

Adolescent  pregnancy  and  parenthood  are  of  particular  concern 
because  they  are  clearly  linked  to  poverty  and  long-term  welfare 
dependency.  Adolescent  parenthood  is  associated  with  a  series  of 
related  events  that  increase  the  new  family's  likelihood  of  being 
poor.  These  include  a  greater  risk  of  pregnancy  complications,  re- 
duced schooling,  an  increase  in  single  parenthood  coupled  with  in- 
adequate child  support,  larger  subsequent  family  size,  and  lower 
earnings. 

Teenage  mothers  are  much  more  likely  to  have  medical  compli- 
cations during  pregnancy  than  other  mothers.  For  example,  teen- 
age mothers  have  higher  rates  of  toxemia,  anemia,  and  prolonged 
labor,  higher  rates  of  infant  mortality,  and  more  babies  that  are 
premature  or  have  low  birthweight.^^ 

Many  of  these  complications  seem  to  be  linked  to  the  level  of  pre- 
natal care  rather  than  to  the  young  age  of  the  mother  (particularly 
for  teenagers  between  the  ages  of  15  and  19),  and  can  be  largely 
eliminated  if  the  pregnant  adolescent  obtains  early,  high-quality 
prenatal  care. 


'*An  statistics  arc  for  adolescent  femalet*  aged  10  10,  unless  otherwise  specified.  Pregnancy 
and  abortion  data  are  from  the  Alan  Guttmacher  Institute  ^AGI>,  and  birthrate  data  are  from 
the  National  Center  for  Health  Statistics  \NCHS>,  Advance  Report  of  Final  Natality  Statistics. ' 
1982,  vol.  33,  no.  6.  Supplement  (S«pt«mbGr  28, 1984). 

^'^C  Tietze,  'Teenage  Pregnancies.  Looking  Ahead  to  1984,"  Family  Planning  Perspectives 
ilDTS;,  cited  in  Alan  Guttmacher  Institute,  'Teenage  Pregnancy.  The  Problem  That  Hasn  t  Gone 
Away"  (New  York;  AGI,  1981),  p.  21. 

^^The  increased  use  of  abortion,  in  combination  with  other  factors,  has  resulted  in  a  decrease 
in  the  birthrate  among  all  adolescents  over  the  same  period. 

^'Low  birthweight  is  associated  with  increased  infant  mortality  rates,  birth  injuries,  and  neu- 
rological defects— includmg  mental  retardation,  cerebral  palsy,  and  epilepsy. 
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Chart  2. 


Adolescent  Pregnancy  Rate  and  Outcomes,  1970-1 982* 
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Adolescent  Birthrates,  1970-1982 
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Young  parents  are  far  more  likely  to  drop  out  of  school  than  are 
other  teenagers,  which  substantially  affects  their  future  ability  to 
be  self-sufficient.  Although  dropout  rates  among  teenage  parents 
have  fallen  in  past  decades,  a  large  majority  of  teenage  mothers 
are  not  enrolled  in  school  nine  months  after  giving  birth. The 
causal  relationship  between  dropping  out  and  adolescent  parent- 
hood appears  to  be  two-directional,  those  who  are  parents  find  it 
more  difficult  to  stay  In  school,  and  those  who  have  no  motivation 
to  stay  in  school  are  more  likely  to  become  adolescent  parents. 

Although  many  teenage  mothers  marry  before  age  20,  their  mar- 
riages tend  to  be  unstable;  it  is  likely,  therefore,  that  a  teenage 
mother  will  spend  at  least  a  portion  of  her  life  as  a  single  parent— 
whether  or  not  she  marries  the  father  of  the  child.  Moreover,  teen- 
age mothers  receive  very  little  financial  aid  from  the  fathers  of 
their  children.^* 

Having  a  child  as  a  teenager  substantially  increases  the  likeli- 
hood of  eventually  having  a  large  family.  Moreover,  parents  who 
have  had  children  as  adolescents  can  find  it  difficult  to  support 
their  families  both  initially  and  later  on,  as  they  frequently  have 
lower-paying  jobs  than  do  those  who  have  delayed  childbearing. 
Partly  because  of  the  combination  of  these  two  factors— large 
family  size  and  low  wages— the  poverty  rate  among  single  mothers 
climbs  steadily  with  each  additional  child. 

As  might  be  expected,  a  disproportionate  number  of  welfare  re- 
cipients are  teenage  parents  and  women  who  have  been  teenage 
mothers.  In  1975,  more  than  60  percent  of  AFDC  recipients  under 
the  age  of  30  were  estimated  to  have  been  teenage  parents,  as  com- 
pared with  35  percent  of  the  rest  of  the  under-30  female  popula- 
tion Moreover,  mothers  under  30,  who  are  nonwhite,  unmarried, 
and  high  school  dropouts,  are  likely  to  be  dependent  on  welfare  for 
long  periods  of  time— their  average  stay  on  welfare  being  10 
years  Because  of  this  pattern,  teenage  parenthood  is  costly  not 
only  for  those  involved,  in  terms  of  quality  of  life  and  opportuni- 
ties, but  also  for  the  government.  An  Urban  Institute  study  esti- 
mated that  the  federal  government  spent  $8.55  billion  in  1975  on 
AFDC  households  where  the  mother  was  a  teenager  when  she  had 


^''One  stud>  found  that  the  proportion  of  pregnant  adolescents  enrolled  in  school  five  months 
before  giving  birth  rose  8ubstantian>  between  1968  and  1979— from  20  percent  to  42  percent  for 
whites,  nnd  fronrj  45  percent  to  70  percent  for  blacks.  Although  the  proportion  enrolled  nme 
months  after  giving  birth  also  rose,  the  enrollment  levels  were  much  smaller— nsmg  from  5  per^ 
cent  to  17  percent  for  whites  and  from  lo  percent  to  39  percent  for  blacks,  Frank  Mott  and  Nan 
L  Maxwell.  "School-age  Mothers.  1968  and  1979"  a98i>,  cited  in  Richard  F.  Wertheimer  and 
Kristin  A  Moore.  Teenage  Childbearing.  Public  Sector  Costs— Final  Report  ^Washington,  D.C., 
Urban  Institute  Project  Report.  December  1982).  p  7. 

^*In  1978,  only  6  3  percent  of  all  never  marri'nl  mothers  rece.ved  child  support,  and  only  16 
percent  of  all  single  mothers  between  the  ages  ^f  18  and  24  received  thild  support.  Department 
of  Commerce.  Bureau  of  the  Census.  "Child  Support  and  Alimony.  1978  '  \Current  Population 
Reports.  1981).  p  13  Adolescent  fathers  are  unlikely  to  be  able  to  provide  substantial  financial 
support  to  the  mothers  of  their  children,  as  they  tend  to  drop  out  of  school  earlier  and  have  jobs 
with  low  pay  rates. 

^^K  Moore.  "Teenage  Pregnancy  and  Welfare  Dependency,"  Family  Planning  Perspectives, 
vol  10.  no  4  (1978).  p  234  Moore  and  Burt.  'Trivate  Crisis.  Public  Cost  Policy  Perspectives  on 
Teenage  Childbearing"  (Washington.  D.C,  Urban  Institute.  1982). 

^*Mary  Jo  Bane  and  David  T  Ell  wood.  "The  Dynamics  of  Dependence.  The  Routes  to  Self- 
Sufficiency."  Department  of  Health  a..d  Human  Services  Contract  Report  (Cambridge,  Mass. 
Urban  Systems  Research  and  Engineering.  Inc..  1983).  p-  bi). 
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her  first  child."  Another  study  estimated  that  each  of  the  estimat- 
ed 442,000  teenage  first  births  in  1979  would  cost  the  federal,  state, 
and  local  governments  together  an  average  of  $18,700  in  additional 
health  and  welfare  costs  over  the  next  20  years. 

REDUCING  THE  INCIDENCE  OF  ADOLESCENT  PREGNANCY 

The  first  set  of  options  considered  here  are  those  that  prevent 
the  incidence  of  teenage  pregnancy,  those  that  seek  to  minimize  its 
adverse  consequences  are  examined  next.  Options  to  avoid  preg- 
nancy are  important  because  once  the  adolescent  becomes  preg- 
nant, the  choices  and  interventions  become  more  difficult,  more 
traumatic,  and  more  expensive.  Teenage  j  regnancy  can  be  prevent- 
ed both  by  encouraging  adolescents  to  t^bstain  from  sexual  rela- 
tions and  by  providing  effective  birth  control  for  those  who  are  sex* 
ually  active.  In  devising  pregnancy  prevention  strategies,  it  is  im* 
portant  to  recognize  the  high  ratos  of  sexual  activity  among  teen- 
agers. In  1979,  half  of  female  adolescents  15  to  19  years  old  and  7 
out  of  10  male  adolescents  17  to  21  years  old  reported  having  en- 
gaged in  premarital  sexual  activity.^®  Since  many  pregnancies 
occur  within  the  6  months  following  first  intercourse,  effective  pre- 
vention efforts-- particularly  in  the  area  of  family  planning-— would 
have  to  be  directed  to  all  teenagers,  regardless  of  whether  or  not 
they  have  engaged  in  sexual  activity."*  ° 

Programs  that  work  to  reduce  teenage  birthrates,  as  compared 
with  those  that  provide  services  after  pregnancy,  result  in  substan- 
tial savings  to  federal  and  state  governments.  A  study  made  in 
1981  using  a  simulation  model  estimated  that  reducing  the  birth- 
rate of  teenagers  under  20  years  of  age  by  one-half  would  lead  to  a 
25  percent  reduction  in  AFDC  costs  in  1990,  while  halving  the 
birthrate  of  only  those  teenagers  who  are  under  the  age  of  18 
would  result  in  saving  of  12  percent  of  AFDC  costs.*  ^ 

Considerable  controversy  exists  as  to  what  motivation  teenagers 
have  to  avoid  sexual  activity  and  early  parenthood.  Some  believe 
that  many  teenagers,  particularly  those  who  are  poor,  have  no  mo- 
tivation to  avoid  early  parenthood  because  they  do  not  feel  that 
education  and  employment  opportunities  offer  them  an  alternative 
way  of  life.*^  This  would  indicate  that  at-risk  populations  need 


^  'Wertheimer  and  Moore,  Teenage  Childbeanng. "  p.  24,  A  large  p</rtion  of  these  coats  are  in 
the  AFDC  program,  as  these  women  form  a  substantial  part  of  the  AlVC  population  The  rest  is 
for  Medicaid  and  food  stamps. 

^•SRI  International,  An  Analysis  uf  Government  Expenditures  Consequent  on  Teenage 
Childbirth,"  prepared  for  the  Population  Resource  Center  (February  1979).  p.  5. 

"  Melvm  Zclnik  and  John  F.  Kantner.  'Sexual  Activitv  Contraceptive  Use  and  Pregnancy 
Among  Metropolitan-Area  Teenagers.  1971  1979,"  Family  Planning  Perspectives,  vol  12,  no  5 
iScptembcr. October  1980>,  pp.  230-231.  Thu»  survey  included  only  teenagers  living  in  Standard 
Metropolitan  Statistical  Areas  <SMSA8>.  It  used  diHerent  age  lan^es  for  males  and  females  be 
cause  surveys  indicate  thai  teenage  women  are  most  likely  to  be  involved  with  men  about  t>^0 
years  older  than  they  are.  .  . 

•°One  study  found  that  up  to  half  of  premarital  first  pregnanties  occurred  during  the  six 
months  following  first  intercourse.  Laurie  S.  Zabin,  John  F.  Kantner.  and  Melvin  Zelnik.  "The 
Risk  of  Adolescent  Pregnancy  in  the  First  Months  of  Intercourse,"  Familv  Planning  Perspec 
tives  0979).  cited  in  Alan  Guttmacher  Institute  (AGI).  "Teenage  Pregnancy,  p.  74 
Wertheimer  and  Moore,  "Teenage  Childbcaring,"  p.  186. 

This  It  somewhat  substantiated  by  studies  finding  that  adulcscent  parents  tend  to  have 
lower  educational  expectations,  and  that  adolescents  who  have  h<ghei  education  and  employ 
ment  expectations  are  more  likely  to  delay  sexual  activity  and  are  less  likely  to  have  children 
while  adolescents. 
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services  that  emphasize  real  opportunities  through  education  and 
employment.  Others  argue  that  manv  teenagers  become  pregnant 
in  order  to  obtain  welfare  (primarily  AFDC)  benefits.  It  is  inherent- 
Iv  difficult  to  test  this  hypothesis,  but  the  evidence  that  does  exist 
does  not  support  it.'*^  For.  example,  less  than  one-fourth  of  the 
pregnancies  occurring  to  teenagers  who  do  not  marry  are  reported 
as  intentional.  In  any  event,  many  factors  have  been  shown  to  play 
important  roles  in  determining  teenage  sexual  activity  and  contra- 
ceptive use.  These  include  low  self-esteem  and  aspirations,  igno- 
rance about  pregnancy  and  contraception,  fear  or  embarrassment 
about  contraceptive  use,  and  concern  about  the  effect  of  sexual  ab- 
stinence or  contraceptive  use  on  the  relationship. 

Current  federal  efforts  to  reduce  the  incidence  of  teenage  preg- 
nancy take  two  approaches.  First,  the  Adolescent  Family  Life  Pro- 
gram—of the  Office  of  Adolescent  Pregnancy  Programs  in  the  De- 
partment of  Health  and  Human  Services-  is  allowed  to  spend 
about  one- fourth  of  its  funds  (approximately  $3  million)  for  the  pre- 
vention of  teenage  sexual  relations.  The  prevention  component  of 
the  program  funds  demonstration  projects  that  focus  primarily  on 
helping  parents  both  to  educate  their  children  on  sexual  matters 
and  to  encourage  their  teenagers  to  abstain  from  sexual  relations. 
Second,  the  federal  government  helps  finance  family  planning  serv- 
ices for,  among  others,  sexually  active  teenagers.  Possible  federal 
options  include  expanding  family  life  education  efforts  and  target- 
ing family  planning  services  toward  adolescents. 

Increase  assistance  for  family  life  education  programs 

One  way  both  to  discourage  teenagers  from  engaging  in  sexual 
activity  and  to  encourage  responsible  behavior  among  those  who 
are  sexually  active  is  througn  comprehensive  education  efforts, 
sometimes  called  family  life  education  courses.  Such  courses  teach 
adolescents  about  a  number  of  issues  they  will  face  as  young 
adults,  including  decisionmaking  skills,  family  life,  and  financial 
management,  though  thev  generally  focus  on  providing  students 
with  sexuality  education.**  Sexualitj^ -education  courses  usually  in- 
clude information  on  sexual  responsibility  and  family  planning,  as 
well  as  discussions  of  values  and  decisionmaking. 

Evaluations  of  sexuality-education  pro|[rams  have  found  that 
most  served  to  Increase  knowledge  about  issues  surrounding  sexu- 
ality and  that  such  programs  did  not  increase  the  incidence  of 
sexual  activity.  The  component  of  sexuality -education  programs 
that  seems  most  important  in  reducing  pregnancy  rates  is  the  pro- 
vision of  accessible  clinic  services.*^  Programs  with  medical  compo- 


*^  A  number  of  studies  have  examined  the  hypothesis  that  the  availabihty  of  welfare  bcnefita 
causcfe  teenajje-ri  to  becume  pregnant  Most  have  fuund  httle  ur  nu  evidence  fyr  this,  although  a 
few  ha VI  cunwluded  thut  the  availability  of  welfare  benefits  could  play  a  role  m  a  small  proper- 
iioh  sjl  the  ioUxl  number  uf  teenage  pregnancies.  There  is  some  evidence  that  the  availability  of 
wi-lfarc  may  influence  a  pregnant  teenager's  decision  about  auestions  such  as  whether  to  raise 
the  child,  get  an  abortion,  have  the  child  adopted,  or  marry  tne  father  of  the  child.  The  specific 
Inctntiveb.  howevei.  depend  on  the  specific  AFDC  policies  of  the  state.  Moore  and  Burt,  Private 
Crisis"  pp.  107-113, 

**The  Life  Planning  Curriculum,  offered  by  the  Center  for  Population  Options,  is  an  example 
of  a  curriculum  that  covers  a  broader  range  of  topics  and  dues  not  focus  only  on  sexuality  educa- 
tion. 

'^Douglas  Kirby,  "Sexuality  Education  An  Evaluation  of  Programs  and  Their  Effects  (Santa 
Cruz.  Calif  Network  Publications,  1984>,  pp.  1  3  and  13.  Similar  findings  are  m.  Melvin  Zelnik 

Continued 


■Mo 


350 


nents  were  found  to  be  successful  in  increasing  contraceptive  use 
and  substantially  reducing  pregnancy  rates/® 

Although  the  Department  of  Health  and  Human  Services  funded 
some  family  life  education  initiatives  in  the  1970s— through  the 
Office  of  Family  Planning  and  the  Centers  for  Disease  Control- 
such  efforts  have  been  largely  discontinued.  Current  efforts  are 
limited  to  the  Adolescent  Family  Life  Program,  which  funds  a  few 
family  life  education  demonstration  programs  that  focus  primarily 
on  promoting  abstinence  from  sexual  relations,  and  to  the  Depart- 
ms'^nt  of  Education,  which  provides  schools  with  technical  assist- 
ance in  this  area  upon  request. 

Federal  assistance  for  family  life  education  initiatives  could  be 
expanded  by  providing  increased  financial  and  technical  assistance 
for  curriculum  development  and  teacher  training,  as  well  as  in- 
creased funding  for  evaluation  and  research  on  existing  /amily  life 
education  programs.  Such  funding  could  be  provided  through  the 
Office  of  Family  Planning,  the  Office  of  Adolescent  Pregnancy  Pro- 
grams, or  the  Centers  for  Disease  Control,  all  three  of  which  have 
funded  such  programs  in  the  past.  Given  the  evidence  that  family 
life  education  is  more  effective  at  lowering  pregnancy  rates  when 
combined  with  a  clinic  and  the  provision  of  general  health  and 
family  planning  services,  however,  the  Centers  for  Disease  Control 
or  the  Office  of  Family  Planning— both  of  ,vhich  deal  with  medical- 
ly or  clinically  focused  programs—could  be  the  most  effective 
mechanisms. 

There  is  little  opposition  to  the  idea  of  family  life  education,  as 
most  educators,  parents,  and  health  officials  agree  that  it  is  essen- 
tial to  any  effort  to  encourage  sexual  responsibility  (and  prevent 
pregnancy ;  among  teenagers.  Less  agreement  exists,  however,  as  to 
the  most  appropriate  method  for  delivering  such  education.  The 
controversy  centers  around  three  questions,  who  should  provide 
such  education,  what  information  should  be  provided,  and  to  whom 
It  should  be  provided.  In  order  to  develop  effective  programs  that 
meet  the  needs  and  wishes  of  parents,  students,  and  educators,  fed- 
eral efforts  would  have  to  involve  substantial  interaction  with  local 
communities.  One  approach  would  be  to  provide  grants  and  techni- 
cal assistance  to  local  health  and  education  agencies,  allowing 
them  to  develop  programs  directed  specifically  toward  the  needs  of 
their  communities. 

Proponents  of  this  approach  believe  that  teenagers  should  have 
acceso  to  information  about  sexuality,  but  feel  that  both  parents 
and  educators  should  be  involved  in  determining  the  information 
that  adolescents  receive.  Others  think  that  ideally  all  information 
should  come  from  parents,  but  that  all  teenagers  deserve  access  to 


And  Y  J.  Kim.  1?S2.  ctted  4n  Sot^et^  foi  Research  in  Child  Development.  Adolm:ent  Pregnan- 
cy." Washinction  Report,  vol  1,  no  2,  p  8,  and  in  Douglas  Kirby,  J.  AlWr.  and  P.  Scales,  "An 
Anal:rsi>:«  <*f  U  S  Sex  Education  Programs  and  Evaluation  Methods'  *1^7d/,  cited  in  Mooro  and 
Burt,  "Private  Crwis.  Public  Coet,"  p-  6^. 


pervcni  Ikiura  Edwards  and  .jtherv.  Adc*ie@vent  Prc>inu/ic>  Pnivcnltun  Servives  in  High  Schooi 
Clantch, '  in  Frank  F  Furstenberip..  Ji .  Rivhard  Lincoln,  and  Janc^  Menken,  eoA.,  'Teenage  Sexu- 
aliis,  Prcgnantj,  and  Chtldbcanng'  ♦Philadelphia  Universjt>  of  Pennsylvania  Prc3»,  x%h,  p. 
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information  and  services,  even  if  their  parents  do  not  provide  it.  In 
contrast,  opponents  argue  that  all  information  should  come  from 
the  adolescents*  parents  and  that  the  goveniment  should  not  be  in- 
volved. 

Expand  access  to  family  planning  services. 

^  Educational  efforts  such  as  those  discussed  above  cannot  effec- 
tively reduce  pregnancy  rates  for  teenagers  who  become  sexually 
active  unless  teenagers  of  both  sexes  have  access  to  family  plan- 
ning information  and  services.  Although  increasing  proportions  of 
sexually  active  teenagers  used  some  form  of  birth  control  through- 
out the  1970s,  one  study  found  that  in  1979  up  to  27  percent  of  pre- 
maritally  sexually  active  teenage  women  never  practiced  contra- 
ception, and  another  39  percent  used  contraceptives  only  sporadi- 
cally/'' A  GAO  study  found  that  many  adolescent  women  lacked 
access  to  family  planning  services  for  a  number  of  reasons,  includ- 
ing poor  coordination  between  programs,  insufficient  focus  on  at- 
risk  populations  (including  adolescents),  and  inadequate  financial 
resources  for  programs/'  Federal  funding  for  the  major  family 
planning  programs  has  been  reduced  since  the  time  of  the  GAO 
report,  and  over  60  percent  of  the  family  planning  clinics  reported 
decreases  in  real  income. '•^ 

Family  planning  services  are  currently  funded  by  Title  X  of  the 
Public  Health  Services  Act  (the  primary  source  of  f'ideral  funding 
for  family  planning),  the  Social  Services  Block  Grant  (SSBG);  the 
Maternal  and  Child  Health  Block  Grant  (MCHBG,  or  Title  V  of  the 
Social  Security  Act);  and  Medicaid  State  and  local  governments, 
patient  fees,  and  other  private  so  .rces  also  contribute  funds  to 
family  planning. 

There  is  some  controversy  over  Lhe  effectiveness  of  family  plan- 
ning  services  as  a  means  of  reducing  adolescent  parenthood.  Propo- 
nents of  the  program  focus  on  the  decreasing  number  of  adolescent 
births,  the  decreasing  pregnancy  rate  among  those  teenagers  who 
are  sexually  active,  and  the  increased  use  of  contraceptives.  They 
suggest  that  both  pregnanc>  and  birthrates  would  be  much  higher 
w  ithout  famil>  planning  services.  The>  also  argue  that  family  plan- 
ning services  effectively  reduce  the  number  and  rate  of  abortions. 
One  stud>,  for  example,  estimated  that  almost  three  pregnancies 
were  averted  for  ever)  ten  teenagers  enrolled  in  family  planning  in 
1975.  This  study  estimated  that  family  planning  programs  averted 
2.6  million  unintended  adolescent  pregnancies  during  the  1970s— 
translating  into  944,000  averted  births,  1,376,000  averted  abortions. 


*'ZeInjk  and  Kantner.  "Sexual  Activity.  Contraceptive  U^e.  and  Pregnancy. "  Table  7< 

*"  General  A..counting  Office.  BelUst  Manafiemtnt  and  More  Resuurcc-i.  Needt»d  to  Strengthen 
Federal  Efforts  U>  Improve  Pregnancy  Outwme>  ♦\Vashinj:ton.  D  C  ,  L  S  Government  Pnntinc 
Omc.  January  1980).  pp.  .'iG-Gl . 

'"Funding  reductions  were  cubhiuned  tome\«hat>  although  not  compleieiv  uff^et,  by  increased 
.slate  and  local  fundmr  and  increaf>ed  ubc  of  patient  feeb.  Agencies,  experiencing  a  decrease  in 
funding  also  reported  that  the^  reduced  the  number  of  dime  t^itcti  from  i  J^O  ievelt*.  Aida  Torres. 
"The  Effect*  of  Federal  Funding  Cuts  on  FamiU  Planning  Scrvicesi.  K)H0-iyK3.  Faiiil\  Plan- 
ning Perspectives,  vol.  16,  no.  3  (May/ June  19X4>,  pp.  131.  ViK 

'"A  19^  study  found  the  f'tlowing  brcakdovrn  in  the  proportion  of  fundi,  ^for  famWy  planning 
agencies]  contributed  by  each  fun  dins  tiource  . .  19X3  Title  X.  3.i  percent,  ^tate  and  local  govern- 
ment funds,  17  percent.  SSBG.  13  percent,  patient  fee$.,  l.i  percent,  Medicaid.  10  percent, 
MCHBG.  7  pcra»nt;  and  other  private  sources,  7  percent  Ibid  .  p  I3f>. 
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and  326,000  averted  miscarriages.^^  Moreover,  proponents  of  family 
planning  programs  argue  that  such  services  are  -^ost-effective — par- 
ticularly in  the  case  of  teenagers,  where  each  dollar  invested  in 
family  planning  services  is  estimated  to  save  $2.90  in  reduced 
health  and  welfare  costs  in  the  foUovdng  year  alone.^^ 

Opponents  of  family  planning  services  point  out  that  both  the 
rate  of  teenage  sexual  activity  and  the  total  number  of  teenage 
pregnancies  have  risen  in  recent  years,  at  the  same  time  as  fund- 
ing and  availability  of  family  planning  services  have  grown.  They 
conclude,  therefore,  that  the  availability  of  such  services  has 
caused  the  increases  in  adolescent  sexual  activity  and  pregnancy. 
TThere  are,  however,  several  studies  that  have  found  that  the  avail- 
ability of  family  planning  services  has  little  effect  on  rates  of 
sexual  activity,  but  does  reduce  the  incidence  of  pregnancy  and 
lower  birthrates. 

Famil>  planning  programs  could  be  oriented  toward  adolescents 
in  three  ways,  by  targeting  current  federal  family  planning  funds 
to  adolescents,  by  increasing  feder^d  family  planning  funds  and  fo- 
cusing  the  additional  money  on  adolescent  family  planning  serv- 
ices; or  by  creating  a  matching  grant  program  to  states. 

The  first  two  approaches,  which  would  rely  primarily  on  federal 
funding,  could  be  accomplished  through  any  of  the  current  funding 
sources,  for  several  reasons,  however,  such  changes  are  probably 
most  feasible  through  Title  X  of  the  Public  Health  Service  Act. 
First,  its  primary  function  is  to  provide  family  planning  services. 
Second,  it  can  easily  be  targeted,  as  it  is  not  a  block  grant.  Third, 
the  majorit>  of  teenagen>  who  make  use  of  family  planning  services 
obtain  them  through  clinics— which  is  the  primary  method  of  serv- 
ice delivery  under  Title  X.^*  Finally,  it  is  targeted  to  low-income 
patients,  and  the  Congress  already  requires  programs  receiving 
Title  X  funding  to  provide  services  to  adolescents." 

The  Congressional  mandate  could  be  strengthened  by  requiring 
programs  to  expand  outreach  efforts,  to  develop  services  and  pro- 
grams specifically  oriented  toward  the  needs  of  adolescents,  or  to 
change  their  programs  in  other  ways  to  i.nprove  their  accessibility 
for  the  teen  population.  Such  targeting  efforts  could  be  particularly 
focused  on  thooe  adolescents  who  are  already  parents,  as  they  are 


'  J.D  Forrest,  A.I.  Hermali.i,  and  S.K.  Henshaw,  "The  Impact  <  f  Family  Planning  Clinic  Pro- 
grams on  Adolescent  Pregnancy,"  Family  Planning  Perspectives  vol  13,  no  3  (1981),  p.  109 
Other  biudies—  for  example.  Impact  of  Family  Planning  Programs  jn  Fertility  The  U  S  Expcri 
ence.  bv  Phillips  Cutnght  and  Fredenck  S.  JafTe  USW7>^have  come  .o  similar  conclusions. 

•Mary  Chamie  and  Stanley  K.  Hensh«w,  "The  Costa  and  Benefits  of  Government  Expcndi 
turcs  for  Family  Planning  Programs,"  Family  Plannmg  Perspectives  vol  13,  no  3  (198U  p  123 

'  Kn&tin  Mvxire  and  Steven  Caldwell,  "Outof  Wedlock  Pr^iancy  and  Childbearirig  (1976J 
and  several  other  studies,  cited  in  Moore  and  Burt,  "Private  Crisis,  Public  Cost"  (1982),  pp  70- 
'*4  It  IS  estimated  that  six  out  of  seven  teenagers  who  come  to  family  planning  clinics  do  so 
after  thev  initiate  inurvuuree.  Studies  have  also  shown  that  the  majonty  of  teenagers  come  to 
famiiy  planning  clinics  *ifter  they  have  been  sexually  active  for  nine  months  or  more  Alan 
Guttmacher  Institute  iAOiL,  Teenage  Pregnancy"  (iDSO),  p.  44  (Figure  41),  and  AGI,  "Public 
Policy  Issues  in  Brief,"  vol.  4,  no.  1  (March  1984),  p.  1. 

"A  study  by  the  Natunal  Center  for  Health  Statistics  found  that  55  percent  of  the  f*»m Jy 
planning  visits  uf  teenagers  *ages  1^  to  19>  were  to  clinics  rather  than  to  private  medical  serv 
ices.  Furthermore,  T4  p-jrcent  of  the  family  planning  visits  of  black  teenagers  were  to  clinics 
Thw  can  be  comparwl  with  an  overall  rate  of  36  percent  for  all  women,  a^ed  15-44  Maijorie 
Horn  and  Wiiiiam  Mt  sher.  Use  of  Services  for  Family  Plannmg  and  Infertility.  United  States, 
1982"  NCHS  Auvi:r.v«xlata,  no.  103  (December  20, 19S4),  p.  3 

■'^Thc  mf  jonty  of  patient*  in  Title  X  clinics  are  low-income,  and  are  abie  to  receive  free  serv 
ices  if  they  are  oelow  the  t  verty  line.  Those  who  are  slightly  better  off    v  on  a  sliding  Kale. 
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likely  to  bear  subsequent  children.  If  this  targeting  of  services 
was  done  without  a  corresponding  increase  in  funding,  family  plan- 
ning services  would  necessarily  have  to  be  withdrawn  from  some  of 
the  nonadolescent  populations  currently  being  served.  If,  instead, 
federal  funding  for  Title  X  was  expanded  and  earmarked  for  serv- 
ing adolescents,  an  estimated  1.4  million  additional  adolescents 
could  be  served  for  an  additional  $100  million. 

Proponents  of  this  approach  believe  that  family  planning  serv- 
ices should  be  available  to  all  sexually  active  teenagers.  They  argue 
that  the  government  has  a  responsibility  to  provioe  access  to  such 
services—to  ensure  equitable  access  across  states,  to  reduce  the 
likelihood  of  adverse  consequences  for  the  teenagers,  and  to  control 
future  welfare  and  health  costs.  Most  proponents  agree  that  paren- 
tal involvement  is  positive  and  should  oe  encouraged,  but  they  also 
feel  that  teena|.^er8  who  are  unable  to  communicate  with  their  par- 
ents should  have  access  to  family  planning  services.  On  the  other 
hand,  some  opponents  argue  that  family  planning  initiatives 
should  come  from  the  local  level  so  as  to  best  accommodate  local 
concerns.  Others  feel  that  family  planning  information  should 
come  only  from  the  parents  of  the  teenagers  and  argue  against  any 
government  action  in  the  area. 

The  last  targeting  approach  involves  providing  matching  grants 
to  the  states  to  initiate,  expand,  or  improve  their  family  planning 
services  for  adolescents.  The  federal  government  could  oflTer  states 
incentives  to  improve  their  family  planning  services  for  adolescents 
by  providing,  federal  matching  grants  for  program  development 
and  operation  expenses,  capital  subsidies  and  start  up  grants  for 
adolescent  pregnancy  prevention  programs,  and  technical  and  fi- 
nancial assistance  to  nelp  current  pro-ams  coordinate  their  serv- 
ices or  make  their  services  more  accessible  to  teenagers.  Such  fund- 
ing  could  be  provided  through  a  grant  program  administered  by 
the  Office  of  Family  Planning. 

The  cost  of  this  approach  -and  the  number  of  additional  adoles- 
cents served— would  depend  on  two  factors,  the  willingness  of 
states  to  expand  their  commitment  to  adolescent  family  planning, 
and  the  matching  rate  chosen.  If  the  match  was  50  percent,  the 
federal  cost  would  be  approximately  half  of  the  previous  option  (or 
$50  million)  to  provide  services  to  1.4  million  adolescents,  with  the 
remaining  $50  million  being  paid  by  the  states. 

Proponents  of  this  approach  argue  that  family  planning  policy  is 
best  formulated  on  the  local  and  state  levels,  so  as  to  take  into  ac- 
count local  concerns.  Some  opponents  believe  that  family  planning 
policy  should  be  mandated  from  the  federal  level,  so  as  to  ensure 
equal  access  across  state  and  county  lines.  Others  are  opposed  to 
all  governmental  action  in  the  area  of  family  planning,  particular- 
ly for  the  adolescent  population. 


^This  population  could  be  identified  through  a  nuUiber  of  mechanittnis  vne  being  Uiu  AFDC 
caseload.  There  t»,  currently*  a  fitatutor>  rcouireineni  thai  all  AFDC  rccipientti  <and  sexually 
unlive  minont  m  their  householdiiii  mubl  be  vtfiered  fariiii>  plarirung  6erviu«.  See  ihe  Sucial  Secu> 
rity  Act,  Title  IV,  Section  402(oX15K 

Sumc  evidence  sugKcsU  that  substantial  5a ving»  wuuld  be  realised  ir«  AFDC  cust»  if  the  ^tubse- 
i|uent  childbonnnx  oi  the  adolescent  Pureni  Ma^  reduvi^rd.  Onu  0lud>  c»ii muled  Lhul  Aeifbre  cu6ta 
wvuld  be  reduced  hy  17  percent  in  IdVO  if  the  vc«fi>pletc*d  fufTiit.v  m/a  leenugt  oiuiherv  were  ihe 
dame  a»  that  of  mothers  whu  delayed  vhildbeanriK  uniii  ihtfU  iMenueb.  AAVurthemtet  and  Moure, 
"Teenage  Childbcaring,"  pp.  73, 194- 195 J 
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OPTIONS  INVOLVING  PREGNANT  ADOLESCENTS  AND  ADOLESCENT 

PARENTS 

Whatever  efforts  are  made  to  reduce  the  adolescent  pregnancy 
rate,  some  number  of  pregnancies  will  continue  to  occur.  Adoles- 
cents who  do  become  pregnant  are  confronted  by  emotionally  pain- 
ful decisions  that  can  have  serious  consequences.  They  first  must 
decide  whether  to  have  their  babies  or  to  seek  abortions;  if  they 
choose  to  give  birth,  they  must  decide  whether  to  raise  their  chil- 
dren or  to  allow  them  to  be  adopted.  Those  who  choose  to  keep 
their  children  are  then  likely  to  be  confronted  by  a  number  of  diffi- 
culties— including  diminished  educational  attainment  and  job 
skills— and  are  likely  to  be  living  in  poverty. 

The  first  decision  confronting  any  pregnant  woman— whether  to 
have  her  child  or  abort  the  pregnancy— is  particularly  traumatic, 
reflecting  deeply  held  moral  judgments  regarding  the  nature  of 
abortion.  Some  people  believe  that  all  women  should  have  the  right 
to  choose  whether  or  not  to  bear  children,  even  after  they  become 
pregnant.  Others  are  strongly  opposed  to  abortion,  frequently  be- 
cause they  believe  it  is  the  taking  of  a  human  life.  Both  positions 
represent  strongly  held  beliefs  concerning  individual  rights  and 
morality. 

The  controversy  and  ambiguity  surrounding  the  issue  of  abortion 
is  reflected  in  how  it  is  treated  Dy  the  federal  government.  The  Su- 
preme Court  ruled  12  years  ago  that  abortion  is  legal,  and  that 
women  have  a  constitutional  right  to  abortion  as  a  matter  of  priva- 
cy. On  the  other  hand,  the  federal  government  no  longer  allows 
federal  funds  to  be  used  to  finance  abortions  except  in  cases  in 
which  the  mother's  life  is  endangered  if  she  carries  the  pregnancy 
to  term.'^'^  This  action  has  also  been  ruled  as  constitutional  by  the 
Supreme  Court.  As  a  result  of  this  restriction  on  funding,  low- 
income  women  who  rely  on  Medicaid  or  other  federal  health  pro- 
grams a&  their  primary  means  of  financing  health  care  are  more 
likely  to  carry  their  pregnancies  to  term  or  to  delay  their  abor- 
tions.^' 

Two  approaches  could  be  taken  to  change  the  current  legal 
status  of  abortion.  Those  who  view  abortion  as  a  constitutional 
right  and  who  maintain  that  the  ability  to  exercise  such  rights 
should  not  depend  on  income  argue,  among  other  things,  for  allow 
ing  abortions  to  be  financed  through  Medicaid.  Some  of  those  who 
are  opposed  to  abortion  as  a  matter  of  principle,  on  the  other  hand, 
contend  that  the  1973  Supreme  Court  decision  should  be  over- 
turned or  the  Constitution  amended  to  prohibit  abortions  for  all 
women.  In  any  event,  few  people  consider  the  choice  concerning 


Smve  Merai  funding  fur  abortions  has  been  limited  to  situatiunb  ^here  the  life  uf  tht 
mgiher  vttvy  ihreaienetd.  Federal  funding  between  and  1981  was  allowed  in  certain  other 
situations— for  example,  in  cases  of  reported  rape  or  incest. 

"*Suinte>  K.  Hen^naw  and  L.vnn  S.  Wallisch,  'The  Medicaid  Cutoff  and  Abortion  Servn.es  for 
the  Poor,"  Family  Planning  Pertspectives.  vol.  16,  no.  4,  (July /August  1984),  pp.  170-171. 

Currcniiy  io  btaies  provide  atate  funds  to  poor  women  to  obtain  abortion  services.  Access  to 
buwh  M?rvites»  ib  limited,  huwever,  as  approximately  78  percent  of  all  U.S.  counties  accounting 
for  ^  percent  of  ail  women  aged  l.>-44>  nad  no  abortion  provider  m  1982.  Access  is  particularly 
iimited  for  women  livmx  m  nonmeirupolitan  areas  Stanley  K.  Henshaw,  Jaajiuelme  D.  Forrest, 
and  Ellen  Blame.  Abortion  Services  in  the  United  States,  1981  and  1982,"  Family  Planning 
Perspectives.  voK  16,  no  3  <May/June  1984>.  pp.  119-127, 
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the  appropriate  legal  status  of  abortion  to  be  primarily  an  issue  of 
childhood  poverty. 

Regardless  of  what— if  any—change  may  be  made  in  the  current 
treatment  of  abortion,  recent  experience  suggests  that  a  large 
number  of  teenagers  will  continue  to  become  pregnant  and  that 
many  of  them  will  choose  to  give  birth.  Two  sorts  of  federal  options 
are  available  to  help  these  adolescents: 
—Providing  teenagers  with  information  concerning  adoption  as 

an  alternative  for  their  children;  and 
—Providing  services  for  teenagers  v/ho  choose  to  raise  their  chil- 
dren themselves,  to  limit  adverse  consequences  for  both  the 
mothers  and  their  children. 

Expand  access  to  adoption  services 

Although  national  data  on  adoption  do  not  exist,  and  very  little 
research  has  been  done  in  this  area,  there  is  some  indication  that 
teenage  mothers  do  not  often  choose  to  have  their  children  adopted 
or  raised  by  others.  Furthermore,  it  appears  that  they  may  be  less 
willing  to  take  this  route  than  they  were  in  the  early  1970's,^^  al- 
though there  does  not  appear  to  be  any  shortage  of  families  willing 
to  adopt  healthy  infants — minority  or  nonminority. 

The  federal  government  has  recently  expanded  efforts  to  make 
adoption  a  viable  alternative  for  teenagers.  Adoption  opportunities 
are  a  priority  of  the  Adolescent  Family  Life  (AFL)  Act,  through 
which  the  federal  government  funds  demonstration  programs, 
which  generally  include  adoption  components,  and  a  few  research 
projects  focusing  on  adoption.  A  limited  amount  of  additional  fund- 
ing for  adoption  assistance,  although  not  focused  on  adolescents,  is 
provided  through  the  Adoption  Opportunities  Program  to  projects 
facilitating  the  adoption  of  "special  needs"  children.  Special  needs 
children  are  defined  as  those  who  have  specific  conditions  making 
it  difficult  for  them  to  be  placed  in  an  adoptive  home.  The  specific 
definition  is  determined  bv  the  state  but  generally  includes  condi- 
tions such  as  ethnic  background,  age,  membership  in  a  sibling 
group,  or  mental  or  physical  handicap.  Finally,  some  funding  from 
the  Social  Services  Block  Grant  is  used  for  general  adoptive  serv- 
ices, although  few  data  exist  as  to  the  size  and  scope  of  state  efforts 
in  specific  social  service  areas.  For  lack  of  information,  and  because 
many  of  these  projects  were  begun  recently,  it  is  impossible  to 
assess  the  impact  of  these  federal  policies  on  the  use  of  adoption  by 
adolescent  mothers. 

The  federal  government  could  increase  its  funding  of  any  of 
these  programs,  as  well  as  direct  additional  funding  to  projects  that 
stress  the  importance  of  facilitating  the  adoption  of  the  children  of 
teenage  mothers.  For  example,  funds  could  go  to  projects  that  de- 
velop outreach  programs  for  teenage  mothers  and  provide  counsel- 
ing services.  Such  efforts  would  probably  be  most  effective  through 
either  the  Adolescent  Family  Life  Program  or  the  Adoption  Oppor 


AppruXimaU"l>  %  percent  of  ail  unwed  teenage  moihere  m  1976  percent  of  white  unwed 
teefiaRe  mulherh  and  almost  iOO  percent  of  blo^^k  unwed  mvlherw/  were  esiti mated  Uj  have  kept 
then  children  rather  than  allow  ins  ihcm  to  be  adopted  oi  raised  b>  othert*.  a»  compared  with  to 
percent  of  whites  and  01  percent  of  blacks  in  1D71.  Ztlnik  and  Kantner.  First  Pregnancies  to 
Women  Aged  l/V  19.  lOTfi  and  1971.'  Family  Planning  Perspective?*.  voL  10,  no  11  41978^  Tables 
and  11.  cited  in  Alan  Guttmacher  Institute.  "Teenage  Pregnancy."  p.  74, 
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tunities  Program,  as  these  include  specific  adoption  components 
and  are  not  block  grants. 

The  federal  government  could  also  require  that  all  federally 
funded  family  life  education  and  family  planning  programs  provide 
information  and  counseling  on  adoption.  This  option  could  be  in- 
cluded in  a  broader  effort  to  increase  the  availability  of  family  life 
education  and  family  planning  programs  (for  example,  the  options 
presented  earlier  in  this  chapter)  with  little  or  no  additional  cost. 
The  federal  government  could  allocate  a  small  amount  of  funds  for 
technical  assistance  and  staff  training  on  adoption  issues. 

Increased  funding  of  research  and  data  collection  on  adoption 
issues  could  improve  the  development  of  future  adoption  policy.  In- 
formation on  the  incidence  of  adoption,  the  characteristics  of  fami- 
lies who  adopt  and  of  those  who  have  their  children  adopted,  the 
characteristics  of  children  who  are  and  are  not  adopted,  and  the 
determinants  of  adoption  are  all  important  in  order  to  develop  poli- 
cies that  would  expand  adoption  opportunities  for  young  mothers. 
Continued  funding  of  carefully  designed  demonstration  and  re- 
search projects,  and  efforts  to  disseminate  the  evaluation  findings, 
would  be  important  in  order  to  evaluate  fully  these  efforts. 

Provide  comprehensive  services  to  adolescents  who  choose  to  raise 
their  children. 

Adolescent  parents  who  choose  to  raise  their  children  themselves 
are  likely  to  experience  a  number  of  problems-- including  inad- 
equate education,  medical  problems,  large  family  size,  and  welfare 
dependency.  Given  the  scope  and  complexity  of  their  difficulties,  it 
i&  not  surprising  that  most  experts  agree  that  these  teenagers  need 
programs  with  a  comprehensive  approach.  The  following  section 
describes  what  is  known  about  existing  comprehensive  service  pro- 
grams for  adolescent  parents,  discusses  two  possible  approaches  to 
encourage  the  development  of  such  programs,  and  then  examines 
two  ways  of  targeting  services  to  specific  groups  of  teenage  parents. 

Several  current  demonstration  programs  try  to  reduce  the  eco- 
nomic dependence  of  teenage  parents  by  helping  them  obtain  com- 
prehensive services  such  as  education,  support  services  (such  as 
child  care),  medical  and  nutritional  services,  employment  and 
training  opportunities,  and  family  planning  services.  Types  of  pro- 
grams include  those  that  provide  the  services  directly  as  well  as 
those  that  work  to  ensure  that  their  clients  have  access  to  the  vari- 
ety of  services  available  in  the  community.^^ 

Although  evaluation  results  vary  across  the  different  programs, 
some  comprehensive  programs  have  improved  pregnancy  and 
health  outcomes  for  adolescents  and  their  babies  by  providing  them 
with  timely  prenatal  care,  have  helped  teenagers  remain  in  school 
during  pregnancy,  and  have  increased  the  likelihood  that  adoles- 


An  example  of  a  program  providing  direct  services  is  the  St.  Paul  Maternal  and  Infant 
Care  Projei.i,  whith  proviJeb  primaril>  school  bused  services,  including  health  care»  child  care, 
social  services,  nuiruion  edu^raiioD,  parenung  skills.  ramil>  planning,  and  faml]>  life  pro^ranw. 
See  Edwarxis  and  oihere,  Adulescent  Pregnanc>  Prevention  Services  in  High  School  Clinici'* 
(1981).  ^  ^ 

A  program  thai  helps  ieefiugen»  have  access  to  services  is  the  Parents  Too  Soon  program  in 
liiinoiii,  which  coordinates  the  &erviceb  ^f  10  gtate  agencies  and  targets  them  toward  children 
between  the  ^ges  of  11  and  20  who  are  at  risk  of  becoming  parents  as  adolescents. 
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cents  will  return  to  school  after  delivery.^  ^  Less  evidence  is  avail- 
able on  the  long  term  educational  and  employment  benefits  of 
these  programs,  and  continuing  evaluations  are  necessary. 

Current  federal  support  of  comprehensive  service  programs  is 
largely  limited  to  the  Adolescent  Family  Life  Program.  Demonstra* 
tion  projects  for  pregnant  adolescents  and  adolescent  parents 
funded  by  this  program  must  provide  either  a  variety  of  services  or 
access  to  such  services,  including  a  number  of  medical  and  nutri- 
tional services,  as  well  as  family  planning,  educational  services  on 
sexuality  and  family  life,  educational  and  vocational  services,  and 
adoption  counseling. 

Additional  funding  could  be  directed  to  develop  comprehensive 
service  programs  in  two  ways.  The  first  approach  would  expand  the 
current  efforts  of  the  Adolescent  Family  Life  Program.  In  1985,  the 
federal  government  funded  approximately  40  comprehensive  serv- 
ice programs  directed  solely  toward  adolescents  who  were  pregnant 
or  parents,  at  a  cost  of  approximately  $6.5  million.  Current  efforts 
could  be  doubled  with  an  additional  $6  million  to  $8  million. 

A  second  approach  would  be  to  expand  the  role  of  the  Office  of 
Adolescent  Pregnancy  Programs  in  encouraging  the  development 
of  comprehensive  service  programs  by  the  states.  For  example, 
state  efforts  to  develop  programs  in  this  area  could  be  fostered  by 
substaatlall>  Increabing  the  levels  of  financial  and  technical  assist- 
ance. Moreover,  this  office  could  serve  as  a  clearinghouse  for  infor- 
mation on  comprehensive  service  strategies  for  pregnant  and  par- 
enting adolescents.  Some  states  have  already  worked  together  to 
share  their  strategies,  and  federal  aid  could  foster  such  efforts. 

Although  these  service  programs  are  comprehensive,  they  none- 
theless can  focus  on  specific  populations,  types  of  services,  or  goals. 
Two  types  of  targeted  comprehensive  service  programs  are  dis- 
cussed below.  Either  could  be  particularly  effective  in  reducing  the 
poverty  of  teenage  mothers.  The  first  works  to  prevent  adolescents 
from  dropping  out  of  school  through  providing  services  that  facili- 
tate school  attendance,  the  hecond  works  to  provide  comprehensive 
services  to  adolescent  mothers  on  AFDC— a  population  at  high  risk 
of  long-term  dependency. 


For  example,  the  ToO'EarI>Childbearmg  <TBC>  Network  of  programs  has  found  that  par« 
liciparii{>  in  tht^ii  programb  have  t«ubsUiriliaII>  reduced  uubsetjueni  birthrates,  and  have  higher 
eduuttiortal  status  one  >uar  postpartum  than  du  women  m  local  and  national  u)mparison 
groups  TEC  Network  Newsletter,"  Number  2,  Jul>  1984.  For  additional  information  and  eval- 
uation results,  see  B  Zuckerman,  D  Walker,  D.  Frank,  and  C.  Chase.  Adolescent  Pregnancy 
and  Parenthood  An  Update,'  in  Advances  m  Developmental  and  Behavioral  Pediatrics,  vol.  Vll 
(Connecticut:  JAI  Press,  in  press). 

One  difficulty  is  that  even  women  who  have  full  time  jobs  that  pay  the  xr  immum  wage  can 
bt  pool,  depending  on  the  Biie  of  the.r  families  Therefore,  even  programs  that  *u'  cessfully  help 
t<^uage  mothers  obtain  the  education  and  training  necessary  fur  employment,  and  which  place 
these  mothers  in  jobs,  do  not  guarantee  that  the  families  will  be  above  the  poverty  line. 

•''An  additional  14  programs  combining  care"  services  ^directed  toward  adolescents  who 
were  pregnant  or  parents/  and  "prevention"  services  < directed  toward  all  adolescents^  were 
funded  in  fiscal  year  1985  at  $2.9  million. 

'^For  example,  in  March  1985,  human  services  officials  from  13  states  met  with  representa- 
tives of  the  Ford  Foundation^  the  Manpower  Development  Research  Corporation,  and  the  Ameri- 
can Public  Welfare  Association  in  a  Forum  on  Adolescent  Pregnancy  and  Parenting  Issues.  The 
meeting  discus&ed  a  number  of  stat^  and  local  efforts  m  this  area,  and  exchanged  information 
and  strategies. 
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Expand  schoohbased  services 

Teenage  parents  are  more  likely  to  drop  out  of  school  than  are 
their  peers  who  have  delayed  childbearing.  As  a  result,  many  of 
them  have  an  inadequate  education,  which  severely  limits  their 
future  earning  ability  and,  in  turn,  increases  their  likelihood  of 
being  poor.  For  example,  one  study  found  that  although  teenage 
mothers  who  completed  high  school  were  more  likely  to  be  receiv- 
ing welfare  than  women  who  delayed  childbearing,  they  were  less 
than  half  as  likely  to  be  dependent  on  welfare  than  were  those  ado- 
lescent  parents  who  had  dropped  out.^ 

School-based  service  programs  that  provide  access  to  child  care 
and  to  other  supportive  services  can  reduce  dropout  rates  after 
pregnancy.  Such  services  can  be  particularly  effective  for  teen- 
agers who  have  some  motivation  to  continue  their  education,  and 
who  need  services  in  order  to  be  able  to  graduate.  But  access  to 
services  alone  is  inadequate  for  adolescents  who  drop  out  before 
their  pregnancy,  and  for  those  who  are  underachievers  or  are  un- 
motivated to  attend  school.  Programs  that  work  to  help  these  ado- 
lescents resolve  their  initial  difficulties  with  school  are  likely  to  be 
more  effective  in  maintaining  school  attendance.  Some  argue  that 
such  programs  must  be  made  more  intensive  (and  more  compre- 
hensive) in  order  to  affect  these  underlying  problems. 

Even  for  highly  motivated  adolescent  parents,  access  to  child 
care  and  to  other  supportive  services  is  necessary  if  they  are  to 
continue  in  school.  A  1979*1980  national  survey  of  the  services  for, 
and  needs  of,  teenage  parents  found  that  child  care  was  the  most 
commonly  reported  unmet  need.®^  Such  services  can  either  be  pro- 
vided by  the  school  directly,  or  schools  can  serve  as  "brokers '  of 
service— putting  the  teenage  mother  in  contact  with  resources  in 
the  community  and  facilitating  her  use  of  those  resources.  Few 
schools  currently  have  such  programs,  as  they  have  little  incentive 
to  initiate  programs  without  strong  leadership  from  educators  and 
the  federal  and  state  governments.*® 

The  federal  government  could,  either  through  increased  funds  for 
the  Office  of  Adolescent  Pregnancy  Programs  or  through  child  care 
funding  mechanisms,  help  schools  and  private  organizations  pro- 
vide subsidized  infant  and  toddler  care  (or  access  to  subsidized  child 
care;  and  other  support  services  for  teenage  parents  attending 
school.^^  It  could  provide  start  up  funds,  technical  assistance,  and 
training  to  schools  to  encourage  them  to  provide  comprehensive 
services,  or  to  act  as  "service  brokers.*'  This  could  be  targeted  to 


Moore,  "Teenage  Pregnancy  and  Welfare  Dependency"  (1978),  p.  234. 

'^Fur  example,  tne  St.  Paul  Maternal  and  Infant  Care  proiect  found  that  a  combination  of  a 
bcnuoi-biu^  Uinit.  ttiruviding  <.umprehensive  health  and  famil>  ulannuig  services  Q»  well  a*  pre- 
and  postnatal  6erM<,ej>>  and  a  bchwl-based  thild  care  center  resulted  in  a  decrease  m  the  dropout 
rate  after  deliver>  from  4o  percent  m  1973  to  10  percent  m  1976.  Edwards  and  others,  "Adoles- 
cent Pregnancy  Prevention  in  High  School  Clinics,"  p.  375. 

Teenage  mutherb  in  several  programs  appear  to  have  hxgher  educational  status  1  year  after 
giving  birth  than  do  women  m  wumparison  groups.  Zuwkeiman  and  otherb,  "Adolescent  Pregnan 
cy  and  Parenthood"  (in  press). 

^  Helen  W.  Wallace,  John  Weeks,  and  Antonio  Medina,  "Services  for  and  Needs  of  Pregnant 
Teenagers  in  Large  Cities  of  the  United  States,  1979  80,"  Public  Health  Reports,  vol.  97,  no.  6 
(November-December  1982),  p.  587. 

Gail  L.  Zeliman,   Pubhc  School  Programs  for  Adolescent  Pregnancy  and  Parenthood.  An 
Assessment,  *  Family  Planning  Perspectives,  vol.  14,  no.  1  iJanuar^i  February  1982),  pp.  20  21. 
See  Chapter  Vi  for  a  discussion  of  federal  options  in  the  area  of  child  care. 
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schools  in  areas  with  high  rates  of  teenage  births  and  high  dropout 
rates.  Furthermore,  additional  financial  assistance  could  be  provid- 
ed, on  a  matching  rate  basis,  to  cover  operating  costs  for  school  dis- 
tricts that  face  financial  difficulties  in  running  such  programs— for 
example,  districts  that  have  a  large  proportion  of  low-income  stu- 
dents. Research  and  evaluation  efforts  could  be  a  central  part  of 
any  such  funding  to  determine  program  effectiveness— particularly 
in  the  development  of  schools  as  service  brokers,  as  little  is  known 
about  the  effectiveness  of  this  strategy. 

Proponents  of  this  approach  point  to  the  previously  cited  evi- 
dence that  both  school-based  and  other  programs  providing  special 
services  to  adolescent  parents  are  associated  with  reduced  dropout 
rates.  Furthermore,  they  argue  that  adolescents  come  into  contact 
with  the  school  more  frequently  than  with  any  other  institution. 
Therefore,  they  maintain,  schools  are  the  logical  place  to  locate  ef- 
forts to  minimize  the  negative  consequences  of  adolescent  child- 
bearing,  as  well  as  to  prevent  adolescent  pregnancy  in  the  first 
place.  They  also  believe  that  the  federal  government  should  take 
an  active  role  in  fostering  service  programs  to  ensure  that  most 
teenage  mothers  have  access  to  education. 

Opponents  of  school  based  service  programs  believe  that  schools 
should  not  be  engaged  in  providing  services  to  students,  as  they 
feel  it  detracts  from  the  primary  goal  uf  the  school  system— which 
is  basically  academic  training.  They  feel  that  school  staff  are  not 
trained  appropriately  for  such  efforts,  have  sufficient  responsibil- 
ities already,  and  may  be  less  effective  as  educators  if  given  addi- 
tional responsibilities. 

Develop  comprehensive  services  linked  to  the  AFDC  program 

As  discussed  previously,  adolescent  parents  on  AFDC  are  particu- 
larly at  risk  of  long-term  poverty.  Teenage  parents  who  receive 
AFDC  benefits  are  thus  of  particular  concern— both  because  of  the 
cost  in  terms  of  their  quality  of  life,  and  the  cost  of  current  and 
future  public  expenditures  to  support  them  and  their  families. 

The  current  role  of  welfare  offices  in  referring  clients  to  other 
agencies  for  services  that  are  not  provided  through  the  AFDC 
system  could  be  expanded.''^  For  example,  all  AFDC  offices  that 
serve  at  least  some  minimum  number  of  adolescent  mothers  could 
be  required  to  have  at  least  one  caseworker  who  specializes  in  the 
problems  facing  them.  This  caseworker  would  help  adolescent  par- 
ents obtain  a  range  of  necessary  services— for  example,  subsidized 
care  for  infants  and  toddlers  and  dropout  prevention  services. 
Given  that  these  clients  are  alread>  being  served,  this  requirement 
would  merely  represent  a  shifting  of  resources  and  would  require 
minimal  additional  funds.'* 

Proponents  of  this  approach  point  out  that  it  would  direct  serv- 
ices toward  those  who  are  at  the  highest  risk  of  long  term  depend- 


"^For  example,  there  is  gurrentl>  a  statutory  requirement  that  all  AFDC  recipients  and  all 
sexu^ll>  active  minun>  in  the  AFDC  houbehuld  bt  uffered  ^and  pruvid^  acceiss  Lot  famii>*  plan- 
ning services  Acceptance  uf  famil>  planning  »erviceb  ib,  huwevei,  lo  be  entirely  voluntary  gn 
the  part  of  the  recipient  There  ib  no  information  as  to  the  extent  of  state  efforts  in  this  area.  It 
lb  thought  that  states  ma.v  refer  clients  to  clinics  funded  through  Title  X  or  the  SSBG.  See  the 
Social  Security  Act,  Title  iV.  Section  402  (aKl5l 

"Some  additional  funds  could  be  necessary  for  initial  training. 
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ency,  and  would  help  these  families  become  self-sufficient.  They 
argue  that  it  would  be  an  efficient  use  of  the  current  system  of 
social  services,  as  it  would  work  to  link  adolescent  parents  to  the 
current  network.  It  would  also,  they  sugjgest,  encourage  welfare  of- 
fices to  identify  areas  in  which  the  services  available  to  this  popu- 
lation are  inadequate—information  that  is  currently  not  available. 

Some  opponents  of  this  approach  argue  that  it  would  increase 
federal  involvement  in  state  policy  decisions,  while  others  argue 
that  targeting  scarce  services  to  adolescent  mothers  might  require 
that  they  be  withdrawn  from  other  AFDC  recipients  who  are  also 
in  need.  Some  of  these  latter  opponents  maintain  that  available 
services  are  limited,  and  the  efforts  should  focus  more  on  increas- 
ing them. 
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CHAPTER  VI.  OPTIONS  TO  IMPROVE  EMPLOY  ABILITY 


The  long-run  well-being  of  children  in  poor  families  depends 
heavily  on  the  ability  of  adults  in  those  families  to  obtain  jobs  that 
pay  adequate  incomes.  Family  members  who  are  able  to  work 
might  not  possess  appropriate  labor  market  skills  and  might  have 
difficulty  arranging  for  child  care.  This  chapter  prssents  options 
for  meeting  each  of  these  needs,  first  addressing  issues  of  employ- 
ment and  training,  and  then  turning  to  the  question  of  child  care. 

Employment  and  Training 

The  federal  government  currently  spends  about  $4  billion  a  year 
on  employment  and  training  programs  for  people  in  low-income 
families.  Most  of  the  funds  go  to  programs  authorized  by  the  Job 
Training  Partnership  Act  of  1982  (JTPA),  which  provides  economi- 
cally disadvantaged  people,  including  welfare  recipients,  with 
training  and  other  assistance  intended  tu  increase  their  employ- 
ability  and  future  wage  rates.  The  federal  government  also  pro- 
vides  such  services  through  the  Work  Incentive  Program  (WIN), 
which  is  specifically  focused  on  recipients  of  Aid  to  Families  with 
Dependent  Children  (AFDC).  Finally,  the  Targeted  Jobs  Tax  Credit 
(TJTCi  subsidizes  the  wages  of  several  groups  of  disadvantaged 
workers,  including  welfare  recipients. 

Rather  than  directly  raising  the  standard  of  living  of  children 
and  their  families  (as  is  the  case  with  cash  or  in-kind  transfers), 
employment  ^.nd  training  programs  are  intended  to  do  so  indirectly 
by  making  t!ie  ddultb  more  attractive  to  emplo>erb,  thereby  raising 
their  long-term  earnings.  In  short,  it  is  an  investment  strategy. 

The  key  issue  is  whether  the  investment  will  pay  off.  Benefits  of 
the  Investment  could  be  in  the  form  of  immediate  or  long-term  in- 
creased employment  and  earnings  for  participants.  A  related  bene 
fit  would  be  to  reduce  the  participant's  dependence  on  welfare.  The 
increased  employment  of  the  participants  would  not  necessarily  re- 
flect increases  in  total  employment,  however.  One  result  of  an  em- 
ployment and  training  program  could  tu  ctiuse  employers  to  sub- 
stitute the  participants  for  other  workers— reordering  hiring 
queues.^  Even  if  total  employment  were  not  increased,  though,  it 
might  be  desirable  to  redistribute  job  opportunities  toward  mem- 
bers of  poor  families  with  children.^ 


I>^ngtludtttai  JaUt  on  the  cmplu>nrtc*nl  and  euintngn  cApcncnceb  of  pru8rum  partictpanta  and 
cumpurabk  nynp«rU»-*puni4i  have  been  used  u>  t^timiUe  the  efTecU  uf  cmpluvmenl  and  training 
uiogiaats  un  the  purii»-»p<»fiU.  Foi  c-xamplfc.  sec  the  Congrets&ional  Bud^^et  Office  and  National 
Commit^ion  fur  Emplo>ment  Pul»<.>,  CETA  Training  Programa-Do  The>  Work  for  Adults?" 
<Jul.v  198<I>.  Thebt  dut<»,  howcvei,  cannot  mdiuile  whether  (or  to  what  extent;  gams  m  employ- 
ment and  earnings  for  the  participants  were  ai  the  cxpenbc  of  Iixssses  to  nunparticipante. 

'Reorderin]^  ihv  hiring  queue  might  be  worthwhile,  for  example,  to  reduce  the  chances  that 
thutse  people  who  hdvt  been  joblet>i>  lor  u  long  tunc  might  bevon  c  incieutfingl>  lean  employable- 

Continued 
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Another  critical  issue  is  whether  to  use  employment  and  training 
funds  to  provide  a  large  number  of  poor  parents  with  a  small 
amount  of  assistance  or,  alternatively,  to  concentrate  the  funds  on 
a  small  number  of  people.  Resolving  this  issue  would  help  to  deter- 
mine  which  people  to  serve,  as  well  as  how  to  assist  them.  Individ- 
uals with  severe  problems  might  require  more  expensive  assistance 
than  others.  Similarly,  there  is  evidence  that  intensive-^and  expen- 
sive—employment preparation  activitie*:  are  more  likely  than  other 
approaches  to  result  in  lasting  earnings  gains  for  program  partici- 
pants. Given  the  large  number  of  poor  people  unable  to  find  work 
and  the  tight  budgetary  environment,  this  is  an  especially  difficult 
issue  to  resolve. 

In  addition  to  employment  and  training  programs,  the  federal 
government  might  expand  employment  opportunities  for  some 
members  of  poor  families  with  children  by  removing  barriers  to 
their  employment.  For  example,  government  regulations  that  pro- 
hibit employers  from  offering  lower  wages  could  be  relaxed  or 
eliminated.  The  basic  tradeoff  with  respect  to  poor  families  is  that 
expanding  the  number  of  low-paid  jobs  this  way  might  also  reduce 
the  earnings  of  previously  employed  parents  whose  wage  rates 
could  fall.  Discrimination  by  employers  is  another  barrier  limiting 
job  opportunities  for  some  of  these  individuals.  Reduction  of  dis- 
crimination involveb  equal  employment  Lws  and  both  private  and 
public  efforts  to  enforce  them.^ 

Two  sets  of  options  are  examined  in  this  section.  The  first  would 
increase  the  employability  of  members  of  poor  families  with  chil- 
dren by  expanding  their  training  opportunities— either  through  the 
JTPA  or  through  a  new  program.  The  second  would  increase  their 
employment  opportunities— either  through  a  targeted  employment 
subsidy  or  through  other  policies  that  could  increase  total  employ- 
ment for  low  wage  workers,  such  as  a  reduction  in  the  minimum 
wage. 

An  issue  not  addressed  in  this  chapter  is  whether  to  require  wel- 
fare recipients  to  participate  in  employment  and  training  activities 
as  a  condition  of  t.ligibility  for  AFDC.  An  option  to  require  all 
states  to  implement  workfare  for  employable  AFDC  recipients  is 
discussed  in  Chapter  III. 

INCREASE  TRAINING  OPPORTUNITIES  FOR  AFDC  RECIPIENTS 

Title  II-A  of  the  JTPA  authorizes  block  grants  to  states  to  pro- 
vide training  services  for  disadvantaged  youth  and  adults.  It  re- 
quires that  AFDC  recipients  be  served  on  an  "equitable**  basis— 
that  is,  in  proportion  to  their  share  of  the  total  eligible  population. 
The  program  is  operated  locally  with  funds  from  the  federal  gov- 
ernment and  in  accordance  with  rules  concerning  isligibility  crite- 
ria, permissible  activities,  and  other  matters  specified  in  the  legis- 
lation. Data  for  the  first  9  months  of  the  programV  existence  (Octo- 


either  becau^  puWnUal  cmplo>(;r8  v  uuld  be  deterred  *jt  bectiase  Lht  individuals  would  lose 
skills,  work  habtt«.  oi  m^tivatiow.  The  evidence  on  thi*  scarring"  Dhenomuion  is  inconclusive. 
See,  for  example,  National  CvrTifrii&<Mwn  fui  Eniplyvment  PoIic>,  Expandiug  Emplu>mfnt  0^ 
portunitics  for  Disadvantaged  Youth."  Fifth  Annual  Report  (1979),  pp.  $8-69. 

'It  would  be  difficult  to  measure  the  effects  on  the  income*  of  poor  families  with  children  that 
might  result  from  additional  expenditures  on  antidiscrimination  activities. 
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ber  1983  through  June  1984)  indicate  that  approximately  120,000 
(or  20  percent)  of  the  600,000  participants  served  were  AFDC  recipi- 
ents. In  the  current  fiscal  year,  grants  to  states  authorized  by  Title 
II-A  are  expected  to  total  $1.9  billion,  providing  1.2  nullion  disad- 
vantaged individuals  with  training  and  related  services. 

Expand  the  Job  Training  Partnership  Act 

One  option  for  increasing  employment  and  training  assistance 
for  members  of  poor  families  with  children  is  to  increase  total 
funding  for  JTPA  training,  with  the  increment  earmarked  for 
AFDC  recipients.  For  example,  with  no  changes  in  per  participant 
costs,  adding  $100  million  to  the  block  grant  program  would  permit 
at  least  an  additional  50,000  AFDC  recipients  to  participate,  an  in- 
crease of  over  40  percent."* 

Based  on  analyses  of  the  training  programs  for  adults  authorized 
under  this  program's  predecessor -Title  II-B  of  the  Comprehensive 
Employment  and  Training  Act  (CETA)— there  is  reason  to  antici- 
pant that  the  earnings  of  participants  with  little  previous  work  ex- 
perience would  be  increased.  For  example,  one  study  concluded 
that  CETA  increased  by  about  $2,500  per  year  the  earnings  of 
women  who  had  no  recorded  work  experience  during  the  preceding 
5  years,  double  the  gains  for  similar  women  with  some  work  expe- 
rience.*^ It  is  possible,  however,  that  some  of  the  increased  earnings 
for  program  participants  is  due  to  differences  in  motivation  1^ 
tween  them  and  nonparticipants. 

A  related  option  would  be  to  encourage  program  operators  to 
provide  more  intensive  training  and  other  employment  prepara- 
tion Experience  under  CETA  suggests  that  gains  in  earnings  are 
likely  to  be  positively  related  to  the  length  of  training.  Thus,  giving 
additional  incentives  to  program  operators  to  enroll  AFDC  recipi- 
ents with  limited  work  histories  and  to  provide  recipients  with  sup- 
portive services  (especially  child  carei  and  longer  courses  might  in- 
crease the  net  impact  of  the  program,  but  at  higher  costs  per  par- 
ticipant. 

The  major  argument  in  favor  of  expanding  JTPA  funding  for 
members  of  poor  families  with  children  is  that  it  offers  a  means  of 
helping  some  of  them  to  increase  their  long-term  earnings,  thereby 
improving  the  well  being  of  participants  and  their  families,  while 
reducing  future  welfare  costs.  The  major  argument  against  doing 
to  is  the  cost,  although  some  are  concerned  about  the  effectiveness 
of  the  program  as  well.  In  addition,  given  that  JTPA  is  a  new  pro- 
gram, it  can  be  argued  that  expansion  should  be  delayed  until  its 
effectiv  enebs  hab  been  demonstrated.  Moreover,  local  program  oper- 
ators were  quite  critical  of  the  frequent  changes  in  JTPA*s  prede- 
cessor and  have  welcomed  a  period  of  stability  in  the  new  program. 


'The  average  cost  ks  about  $1,600  per  participant  It  is  likely,  however,  that  the  cost  per 
AFDC  recipient  would  be  higher. 

Congressiunal  Budget  Office  and  National  Commission  for  Empio>ment  Policy,  CETA 
Training  Programs  Do  The.v  Work  for  Adults?  iJul;^  1982>,  p  26  In  this  analysis,  individuals 
were  clds^^ified  ti&  hav*ng  had  somt  Aork  txptrrtenct- '  if  ihty  had  any  earnings  reported  to  the 
Social  Security  Administration  between  1D70  and  entry  into  the  program  4  or  o  years  later.  The 
average  federal  cost  per  participant  in  CETA  coniprthensive  training  programs  in  19^0  was 
about  $2,400  The  majority  of  women  *  earnings  gaiiis  were  due  to  mtrfast^  m  the  amount  of 
time  worked  rather  than  to  increase  in  their  wage  r."^;**. 
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Develop  a  program  of  closely  supervised  work  experience 

Another  option  is  to  develop  a  new  national  program  that  would 
provide  closely  supervised  work  experience  for  AFDC  recipients. 
This  option  would  be  the  most  costly  per  participant  because  it  is 
aimed  at  increasing  the  long  term  employment  and  earnings  of 
AFDC  recipients  who  require  more  assitance  than  is  being  provided 
through  JTPA.  The  National  Supported  Work  Demonstration  pro- 
vided strong  evidence  that  a  carefully  constructed,  intensive  pro- 
gram of  bupervised  work  expedience  can  be  effective  in  increasing 
the  earnings  of  women  who  are  long-term  AFDC  recipients. 

To  be  eligible  for  thL  demonstration  program,  an  individual  had 
to  have  been  on  AFDC  continuously  during  the  preceding  3  years 
and  to  have  spent  no  more  than  3  months  of  the  past  6  months  in  a 
regular  job.  Participation  was  limited  to  women  whose  youngest 
child  was  at  least  age  6.  Most  of  the  participants  had  not  had  a 
full-time  job  for  at  least  2  years  (if  ever),  were  members  of  a  minor- 
ity group,  and  had  not  graduated  from  high  school. 

The  program  consisted  of  an  average  of  nine  months  of  closely 
supervised  work  experience  in  which  the  demands  on  the  partici- 
pants and  the  standards  of  performance  were  steadily  increased 
until  they  were  similar  to  those  of  normal  low^-skilled  jobs.  This 
training  resulted  in  substantial  improvement  in  the  pobt-prograrn 
earnings  of  the  participants.  For  example,  over  a  year  after  leaving 
the  program,  the  average  earnings  of  participants  v/ere  almost  50 
percent  higher  than  those  of  a  similar  group  who  had  not  partici- 
pated. $248  per  month  compared  with  $168  f^r  the  control  group. 
Moreover,  the  program  participants  were  receiving  $56  less  from 
welfare  and  food  stamps  than  were  members  of  the  control  group.  ^ 

Given  the  high  cost  of  this  training  (over  $8,000  per  participant) 
and  the  rules  and  incentives  under  which  JTPA  operators  function, 
it  is  unlikely  that  it  could  be  provided  through  the  regular  JTPA 
delivery  system.  It  could,  however,  be  authorized  as  a  separate  na- 
tional program,  analogous  to  the  Jobs  Corps,  which  provides  inten- 
sive training  and  related  services  to  severely  disadvantaged  youth. 

Such  an  option  could  make  a  substantial  difference  in  the  lives  of 
the  participants  and  their  families  by  increasing  their  long-term 
earnings  and  reducing  their  dependence  on  welfare.  Drawbacks  of 
this  approach  are  its  cost  and  the  difficulty  of  starting  a  new  pro- 
gram. The  costs  per  participant  were  much  higher  than  those  of 
JTPA  and  other  programs.  Thus,  for  a  given  outlay,  far  fewer 
people  could  be  served.  For  example,  the  illustrative  $100  million 
JTPA  outlay  would  serve  only  12,500  in  Supported  Work  compared 
with  at  least  50,000  under  JTPA.  Moreover,  it  is  not  known  wheth- 
er the  positive  impacts  estimated  in  the  demonstration  project 
could  be  replicated  if  it  were  implemented  on  a  larger  scale.  There- 
fore, if  this  option  were  chosen,  gradual  buildup  would  be  prudent. 


*Stanle>  Ma^ter>  and  lUbec^  Maviiard.  Tht  Ifri(.y*a  uf  Supported  VYuik,  Long  Term  Re- 
cipients of  AFDC  Benefits  ♦New  Yurf  ^iiy,  *NY.  Manpowei  DcmunHruUun  Bw«earch  Corpora 
tion,  miKpp  fi-'^and  113 
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INCREASE  THE  DEMAND  FOR  LOW-PAID  LABOR 


An  alternative  approach  is  to  increase  job  opportunities  for 
AFDC  recipients  by  subsidizing  their  wages  or  by  removing  bar- 
riers that  prohibit  employers  from  offering  lower  wages  rates.  This 
approach  focuses  on  the  demand  side  of  the  market  rather  than  on 
directly  increasing  skills. 

Targeted  Jobs  Tax  Credit 

The  Targeted  Jobs  Tax  Credit  (TJTC)  provides  private  employer 
with  a  tax  incentive  to  hire  economically  disadvantaged  youth,  re- 
cipients of  specified  cash  transfer  programs  (including  AFDC,  Sup- 
plemental Security  Income  (SSI),  and  general  assistance),  and  mem- 
bers of  other  designated  groups.  The  maximum  credit  per  subsi- 
dized worker  is  $3,000  for  the  first  year  of  employment  (50  percent 
of  up  to  $6,000  in  wages)  and  $1,500  for  the  second  year  (25  percent 
of  up  to  $6,000).*^  In  1984,  the  average  revenue  loss  per  program 
participant— and,  hence,  the  average  net  saving  to  employers— was 
between  $700  and  $1,000.^  Under  current  law,  the  credit  will  be  un- 
available for  workers  hired  after  December  31,  1985. 

One  option  for  the  Congress  would  be  to  reauthorize  the  TJTC 
subsidy  for  AFDC  recipients.^  This  subsidy  would  encourage  em- 
ployers to  hire  members  of  this  group.  Moreover,  to  the  extent  that 
the  subsidized  workers'  gains  in  earnings  were  not  fully  offset  by 
higher  taxes  and  lower  transfer  receipts,  their  incomes  would  be 
increased.  If  one-third  of  the  subsidized  jobs  were  assumed  to  be 
net  gains  for  the  target  group,  then  the  cost  for  each  job  created 
would  be  between  $2,000  and  $3,000. 

The  amount  of  forgone  federal  revenues  attributable  to  the  TJTC 
in  1985  (the  last  full  year  Tor  which  TJTC  is  authorized)  will  be  ap- 
proxirnatel>  $400  million.  Since  AFDC  recipients  account  for  about 
15  percent  of  all  subsidized  workers,  the  revenue  loss  for  this  group 
would  be  about  $60  million,  assuming  that  the  average  subsidy  for 
AFDC  recipients  equals  that  of  all  TJTC-subsidized  workers.  ^  ^ 

If  the  (Ibngress  wanted  to  increase  the  use  of  TJTC  or  anoiher 
employment  subsidy  targeted  toward  adults  in  poor  families  with 
children,  it  could  either  broaden  the  eligibility  criteria  or  increase 
the  incentive  provided  to  employers.  The  criteria  could  be  changed, 
for  example,  to  encompass  all  low  income  adults,  all  members  of 
poor  families  with  children,  or  all  people  in  families  eligible  for 
AFDC  rather  than  only  the  recipients.  Any  of  these  changes  would 
increase  the  size  of  the  eligible  population  and  would  probably  in- 
crease the  willingness  of  employers  to  participate.  Incentives  could 


Because:  the  tax  dedactiun  for  wages*  paid  b>  an  employer  it*  reduced  b.v  the  amount  of  the 
credit  allowed,  tht  net  leaving  tt>  an  emDlo.ver  <and,  consequently,  the  tax  expenditures  is  less. 

•  Data  from  a  1381  Purvey  indicated  that  the  average  TJ TC-bub«idized  job  held  b>  youth  lasted 
only  ir>  weeks  and  paid  approximately  the  minimum  wage.  Thus,  the  wa^e  for  which  a  credit 
could  be  claimed  would  be  about  $2,000  and  the  credit  would  equal  $1,000.  The  revenue  loss 
would  then  depend  un  the  tmplover  »  tax  bracket.  Nv  information  is  avuitable  on  job  duration 
and  wapje  rates*  of  TJTC-subsidizea  adults  It  is  hkely  that  their  wages  would  be  higher, 

*  Current  regulations^  define  eligible  recipienti*  as*  individuals  who  continually  received  AFDC 
payments*  durmg  the  30  days>  immedi^itely  priui  u»  beiuj;  hired  or  who  were  hired  through  the 
VVork  Incentive  Program 

'"Congressional  Budget  Office,   The  Targeted  Jobs  Tax  Credit"  iStaff  Memorandum,  May 

' '  No  information  is  available  for  J?«:parately  identifying  the  tax  expenditure  made  for  each 
rc*cipient  group. 
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be  increased  by  raising  either  the  $6,000  wage  ceiling  or  the  per- 
centage of  covered  wages  for  which  a  credit  could  be  claimed. 
Other  methods  to  increase  use  of  the  credit  would  involve  making 
it  refundable,  expanding  the  number  of  eligible  employers  to  in- 
clude public  sector  and  nonprofit  organizations,  and  increasing  out- 
reach efforts  by  the  Employment  Service. 

The  employment  subsidy  approach,  however,  has  une  major  limi* 
tation.  although  it  loweis  the  cost  to  employers  of  hiring  workers, 
it  does  not  necessarily  Increase  workers'  skills.  Thus,  it  is  not  likely 
to  be  useful  for  adults  who  have  severe  labor  market  handicaps. 
Moreover,  there  is  no  information  available  about  whether  the 
work  experience  that  participants  gain  increases  their  subsequent 
employment  and  earnings.  In  addition,  the  cost  of  an  employment 
subsidy  that  operates  through  the  tax  system  is  difficult  to  control 
and,  in  fact,  the  subsidy  may  be  paid  to  employers  for  hiring  indi- 
viduals they  would  have  hired  anyway.  It  also  makes  the  tax  code 
more  complicated,  although  it  is  easier  for  employers  to  use  it  than 
to  deal  with  a  separate  program. 

Remove  barriers  to  employment 

Another  way  of  lowering  the  cost  to  firms  of  hiring  low-paid 
v/orkers  is  to  remove  barriers  that  prohibit  employers  from  offering 
lov/er  v/age  rates.  One  prominent  example  of  such  a  barrier  is  the 
minimum  wage  established  by  the  Fair  Labor  Standards  ActJ^  A 
reduction  in  the  minimum  wage  (currently  $3.35  per  hour)  would 
likely  increase  total  employment  at  no  cost  to  the  federal  govern- 
ment. Additional  members  of  poor  families  with  children  presum- 
ably would  find  jobs  as  a  result  of  the  increase  in  demand.  In  that 
sense,  a  reduction  in  the  minimum  wage  is  analogous  to  an  em- 
ployment subsidy. 

The  additional  jobs  created  by  this  approach  would  be  likely  to 
increase  the  incomes  of  bome  families.  The  incomes  of  others  would 
likely  decrease,  however,  as  a  result  of  the  reduction  in  wage  ratei, 
of  some  who  already  have  jobs  at  the  minimum  wage.  It  is  not 
clear  what  the  net  effect  vvould  be  on  poor  families  with  children.^* 

Moreover,  targeting  specific  groups  with  this  approach  is  more 
difficult  than  it  is  with  employment  subsidies  such  as  the  TJTC. 
One  option  that  has  many  advocates  is  to  introduce  a  youth  differ- 
ential into  the  minimum  wage  legislation.  This  could,  however, 


-  Lvw  pd^lt^,lp<ill•-~  tmpiuvtfiv  ha»  been  a  perbihtenl  problem  m  the  operation  of  targeted 
employment  ^ubbjdjeb  In  i3H2,  jTor  example.  onl>  about  10  percent  of  firms  used  TJTC  There  is 
^Jmfc  evlden^,e  lhai  job  M^ekefj*  are  relu^.taril  W  inform  pr<Lfepevtivt-  empio>erb  of  their  eligibilit> 
fof  a  bubsidy  Uxaube  thib  information  mi^ht  ±>tigmati^  them  If  firmb  not  now  ubing  TJlt  were 
contacted  bv  the  Emplo>menl  Serviii^fe.  told  about  how  the  program  workb»  and  a&ked  to  accept 
program  refefraU,  tht  Con^rebbiontii  Budget  Offn^e  estimateb  that  up  to  one-third  of  these  firms 
Could  be  pcr&uaded  lo  do  so  Set  G^ngrebsional  Budget  Office.  The  Targeted  Jobs  Tax  Credit* 
(Staff  Memorandum.  May  1084). 

'Othei  example's  of  federal  lejiibiatiun  that  tend  to  maintain  wage  rates,  higher  than  might 
otherwise  be  paid  include  the  Davis  Bavun  Act,  the  Walbh  Heale>  Public  Contracts  AcU  and  the 
Contiact  Woik  Houib  and  Safct«  Sloiidaidb  Act  Each  of  thebe  lawa  le^ulateb  the  wages  that 
certain  fed'^rral  contractors  mubt  pa>  No  information  a*  available  concerning  their  effects  on  the 
incomes  of  poor  families, 

"An  cxtensMve  review  of  the  Fan  Labor  SuinJ.»idh  Act  wab  conducted  hy  the  Minimum  Wage 
Stud>  Commission  Their  findings  appear  in  a  ^even  volume  report.  Report  of  the  Minimum 
Wage  Stud>  Commii>Mon  *Ma>  1381  Rcbearch  on  the  effecU*  of  the  minimum  wage  on  employ- 
ment IS  reported  in  Volume  V  Research  ur»  iti>  effects  on  povert.v  and  on  the  ai&tribution  of 
income  is  reported  in  Volume  VII 
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reduce  job  opportunities  for  adult  welfare  recipients  and  other 
adults  with  low  incomes. 


Access  to  affordable,  adequate  child  care  is  essential  in  order  for 
some  low  income  families— particularly  those  headed  by  a  single 
parent — to  be  able  to  work.  Furthermore,  adequate  child  care 
(whatever  its  form)  is  important  for  the  well-being  of  children 
whose  parents  must  work.^^  Parents  who  do  not  have  access  to  ade- 
quate child  care  ser/ices  must  make  a  difficult  choice.  They  can 
either  stay  at  home  with  their  children,  thereby  reducing  their 
ability  to  work  and  their  income  (and  increasing  their  likelihood  of 
dependency),  or  they  can  work,  in  which  case  they  must  place  their 
children  in  inadequate  care  or  leave  the  children  to  care  for  them- 
selves. 

In  recent  years,  as  women  wi  i  children  have  entered  the  work- 
force in  increasing  numbers,  the  demand  for  child  care  services  has 
increased  dramatically.  In  1970,  for  example,  39  percent  of  children 
under  the  age  of  18  had  mothers  who  worked,  by  1984,  this  propor- 
tion had  risen  to  almost  56  percent.  Morover,  many  women  with 
very  young  children  now  work.  In  1984,  48  percent  of  children 
under  6  years  of  age  had  working  mothers,  while  almost  hali  of  all 
married  women  with  children  aged  1  year  and  under  were  em- 
ployed The  increase  in  labor  force  participation  has  been  most  dra- 
matic among  married  mothers,  rising  from  40  percent  in  1970  to  59 
percent  in  1984.  Furthermore,  more  than  70  percent  of  employed 
mothers  work  full  time.^® 

Information  about  the  supply  and  use  of  child  care  services  is, 
hov/ever,  less  clear.  Because  the  child  care  system  in  the  United 
States  is  diverse  and  fragmented,  such  data  are  difficult  to  collect. 
For  example,  child  care  can  take  a  number  of  different  forms—in- 
cluding center-based  child  care,  family  day  homes,  a  relative  or 
friend  who  comes  to  the  home,  and  school-based  care.  Moreover, 
families  frequently  use  more  than  one  of  these  forms.  The  collec- 
tion of  comprehensive  data  is  made  more  difficult  by  the  wide  vari- 
ation in  the  level  of  regulation  of  child  care  programs  (both  among 
different  forms  of  child  care  and  among  geographic  areas).  It  ap- 
pears that  most  children  are  cared  for  in  unregulated  settings, 
which  makes  data  particularly  hard  to  collect. 

Although  comprehensive  national  data  on  the  use  of  and  need 
for  child  care  are  nol  available,  local  and  statewide  studies  provide 
information  on  the  problems  some  families  face  in  trying  to  obtain 
acceptable  child  care.  Three  factors  can  limit  access  to  child  care, 
inadequate  supply  of  services,  inadequate  knowledge  about  avail- 
able services,  and  inability  to  pay  for  services.  Any  one  of  these  fac- 
tors can  make  it  difficult  for  families  to  obtain  child  care — and 
some  families  are  likely  to  face  difficulties  in  more  than  one  area. 


Ixxomt  o^Ii&ufficienL.  it  ma.v  alM>  be  important  as  a  mtxha/ubm  U»  provide  deveiopmentat  and 
educational  expenenct^  U>  >oung  children.  Thi»  laiter  focub  i»  not  dibcui^^ed  extensively  in  thi» 


Howard  Hayghe.  "Working  Mothers  Reach  Record  Number  in  1^64,  "  Monthlv  Ljbor 
Review,  vol.  107.  no  12  (December  1984>.  pp.  31-3:^. 


Child  Care 
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For  example,  an  adequate  suppl>  of  child  care  is  useless  if  the  care 
is  not  affordable  or  the  parents  do  not  know  about  it.  Because  of 
the  previously  mentioned  inadequacies  in  the  data,  it  is  difficult  to 
determine  which  (if  any)  of  these  factors  is  of  paramount  impor- 
tance. It  seems  likely,  however,  that  they  are  of  varying  impor- 
tance for  different  families  and  in  different  geographic  areas. 

Some  mothers  report  that  inadequate  child  care  has  limited  their 
participation  in  the  labor  force  (this  is  particularly  the  case  for 
those  who  are  young,  black,  single,  poor,  and  less  educated).^'  Par- 
ents also  report  in  national  and  local  surveys  that  they  would  work 
more  if  they  had  access  to  acceptable  child  care.  For  example,  a 
1982  Bureau  of  the  Census  survey  found  that  26  percent  of  those 
mothers  who  were  not  in  the  labor  force  said  that  they  would  be 
looking  for  work  if  they  could  find  satisfactory  and  affordable  child 
care— a  percentage  that  rises  to  36  percent  of  those  women  whose 
annual  income  is  below  $15,000,  and  to  45  percent  of  single  moth- 
ers. Furthermore,  21  percent  of  mothers  who  worked  part-time  said 
they  would  work  more  hours  per  week  if  they  could  find  such 
care.*' 

Critics  have  argued,  however,  that  these  studies  do  not  accurate- 
ly measure  the  number  of  parents  who  would  actually  work  if  child 
care  were  available,  they  also  argue  that  the  information  is  self-re- 
ported, and  attitudes  do  not  necessarily  reflect  behavior.  They 
maintain,  t}icr<?fore,  that  there  is  no  evidence  that  participation  in 
the  labor  force  is  hampered  by  inadequate  child  care.*^ 

Additional  surveys,  riiost  done  on  the  state  or  local  level,  have 
found  that  some  families  are  dissatisfied  with  the  care  they  use- 
usually  because  of  its  cost  or  quality.  Other  studies  have  found 
that  many  centers  have  waiting  lists,  indicating  an  inadequate 
supply  of  affordable  or  acceptable  center-based  care.^* 


"Hamct  B.  Prcsscr  and  Wend>  Baldwin,  "Child  Care  as  a  Conatramt  on  Employment  Preva- 
Icnce,  Correlaied,  And  Beanng  on  the  Work  and  Fertility  Nexus,"  American  Journal  of  Sociolo> 
gy,  vol.  85.,  No.  5,  a9S0),  pp.  1202  and  1205.  Sec  also  U.S.  Commission  on  Civil  RichU  "Child 
Care  and  Equal  Opportunity  for  Women,"  Clearinghouse  Publication  No.  67  Uune  1981;. 

'*  Department  of  Commerce,  Bureau  of  the  Census.  "Child  Care  Arrangements  of  Working 
Mothen.  June  1982,"  Current  Population  Reports,  Special  Studies  Series  P  23,  No.  129,  pp.  15- 
19.  This  figure  includes  only  thoee  women  who  have  a  child  under  five  years  of  age. 

Othei  surveys,  done  at  the  community  level,  have  found  similar  results.  For  example,  a  study 
lA  Maine  found  that  23  percent  uf  the  parents  surveyed  reported  thai  they  had  been  prevonted 
from  taking  promotions,  were  forced  to  quA  their  jobs,  or  were  unable  to  continue  training  or 
education  as  a  result  of  problems  with  child  care  m  the  past  five  years.  Moreover,  27  percent  of 
nonwc^rkmg  parents  surveyed  said  they  would  definitely  work,  and  IS  percent  of  working  par- 
eaU  said  they  wouM  definitely  wozk  more,  if  they  were  able  to  oblam  acTequate,  aflbrdable  cnild 
care.  Report  and  Recommendations  of  the  Maine,  Child  Care  Task  Force,  '  Child  Care  a  Mame. 
An  Emerging  Crisis*'  vreport  submitted  to  the  Maine  Department  of  Human  Services  and  the 
Maine  Department  of  Educational  and  Cultural  Services  November  19S4),  p.  88. 

'*Far  example,  the  Deputy  Assistant  Secretai>  for  Social  Services  Policy  at  the  Department  of 
Health  and  Human  Services  said  in  1984  that  there  was  no  clear  evidence  that  a  lack  of  child 
care  prevented  women  from  working  <especialiy  welfare  mothersi,  and  that  there  is  no  evidence 
of  a  shortage  of  affordable  child  care.  Select  Committee  on  Children*  Youth,  and  Families, 
"Families  and  Child  Care;  Improving  the  Options"  (September,  1984),  p.  32. 

**The  Oakland  Community  Child  Care  Impact  Committee,  "Report  of  the  Oakland  Commuhi 
ty  Child  Care  Impact  Committee"  (October  9,  1984),  Appendix,  pp.  11  12.  Note,  however,  that  it 
iS  difflcuil  to  get  McvuiaU;  data  on  parental  dissatisfaction,  as  parenta  who  are  unhappy  with  the 
quality  of  the  child  care  they  use  arc  often  unwilling  to  admit  their  concern. 

For  example,  a  survey  m  Oakland,  California,  found  that  two>thirds  of  its  centers  have  wait- 
ing lists,  and  the  Governoi  s  Day  Care  Partnership  Project  au  Massachusetts  found  that  families 
on  waiting  Iista  have  tu  wait  on  average  from  6  montns  to  a  year.  See  "Report  of  the  OrJdand 
Community  Child  Care  Impact  Committee,"  p.  38,  and  the  Governor's  Day  Care  Partnership 
Project,  "Report  Submitted  to  Governor  Michael  S.  Dukakis"  (October  1984),  p.  3. 
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Finally,  the  "latchkey**  phenomenon,  where  young  children  are 
left  alone  to  care  for  themselves  or  in  the  care  of  slightly  older  sib- 
lings, has  been  of  much  public  concern  recently.  Once  again,  data 
on  such  children  are  inadequate,  and  estimates  of  the  number  of 
children  who  care  for  themselves  range  widely. Several  local  sur- 
veys found  evidence  of  children  in  self-care.  The  School-Age  Day 
Care  study,  for  example,  estimated  that  one-fourth  of  school-age 
children  of  working  parents  in  Minnesota  and  Virginia  cared  for 
themselves  regularly. A  1983  survey  of  families  in  Montgomery 
County,  Maryland,  found  that  21  percent  of  all  parents  reported 
that  they  regularly  left  their  children  below  the  age  of  14  either 
alone  or  in  the  care  of  siblings  (also  under  the  age  of  14).  At  the 
same  time,  42  percent  of  all  households  where  all  adults  worked 
full  time  reported  that  they  left  their  children  in  self-  or  sibling- 
care.^*  Although  the  iata  on  the  number  of  latchkey  children  from 
the  various  state  and  bcal  surveys  are  not  comparable,  many  of 
the  estimates  fall  betwet  n  14  percent  and  21  percent  of  all  children 
of  working  parents. 

If  the  federal  government  decides  to  facilitate  the  self-sufficiency 
of  low-income  families  by  expanding  their  access  to  child  care  serv- 
ices, three  strategies  are  available: 

—Expand  the  supply  or  availability  of  child  care; 

—Broaden  knowledge  about  the  available  resources,  and 

— Lower  the  cost  of  the  services. 

Options  for  each  approach  are  discussed  in  the  remainder  of  this 
chapter,  although  many  alternatives  would  employ  more  than  one 
strategy. In  each  of  the  following  option  sections,  federal  efforts 
could  be  targeted  to  areas  of  particular  concern.  They  could  focus 
on  the  access  to  child  care  services  for  different  age  groups  of  chil- 
dren (infant  care,  preschool  care,  or  school-age  care);  on  different 
locations  (in  home  care,  family  day  homes,  center-based  care,  or 
school-based  care),  or  on  different  populations  of  parents  (teenage 
mothers,  families  with  a  wage  earner  in  training,  or  single-parent 
families).  All  three  strategies  could  be  pursued  through  direct 
spending  programs,  while  the  income  tuX  system  could  be  used  to 
enhance  demand  for  privately  supplied  services  by  lowering  the 
costs  of  care. 


"Select  Committ^  on  Children,  Youth,  and  Fdmihey,  Families  and  Child  Care.  Improving 
the  Options,"  p,  24 

"Department  of  Health  and  Human  Services.  School-Age  Day  Care  Study,  Final  Report' 
(March  15, 19&3),  p.  6. 

"Montgomery  County  Department  of  Family  Resources,  A  Study  of  Needs  and  Resources  for 
Child  Day  Care  in  Montgomery  County"  iSeptember  1D83/,  pp  iv,  19.  20  and  26.  The  percentages 
albo  varied  along  other  dimensions.  Fur  example-,  of  those  parents  reporting  that  they  left  their 
children  in  self  or  sibling^re.  none  did  so  with  children  under  6  years  of  age,  17  percent  left 
children  between  6  and  8  years  of  age  m  self  or  sibling-eare,  30  percent  used  this  form  of  care 
for  9  to  11  year  olds,  and  the  rest  had  children  who  were  12  or  13  years  old. 

These  surveys  are  not  easily  compared.  They  examine  si  «;htly  different  age  groups,  have 
different  definitions  of  regulaz"  uire  and  use  different  methodologies,  thus  making  a  difficult 
to  develop  an  accurate  estimate  of  the  number  or  proportion  of  latchkey  children. 

Some  of  the  options  directed  toward  increasing  the  supply  of  child  care  would  also  affect  the 
affordability  of  the  care  and  knowledge  about  the  care.  The  options  in  each  area  arc  likeiy  to 
have  effects  on  the  other  areas  as  well. 
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OPTIONS  TO  INCREASE  THE  SUPPLY  OF  CHILD  CARE  PROGRAMS 

The  federal  government  could  provide  funding  to  states  and  non- 
profit organizations  to  encourage  the  development  of  affordable 
child  care  programs  that  serve  moderate  and  low -income  children. 
Such  grants  could  be  used  to: 

—Provide  incentive  grants  for  the  develo.;ment  and  operation  of 

targeted  child  care  programs;  and 
-"Fund  umbrella  organizations  that  would  provide  training, 
monitoring,  financial  assistance,  resource  sharing,  and  other 
benefits  to  providers  of  family  day  home  services. 
Some  general  arguments  apply  to  both  of  these  approaches. 
Their  proponents  believe  that  there  is  an  inadequate  supply  of  af- 
fordable child  care  programs  for  low  income  parents  and  that  fed- 
eral action  should  be  taken  to  foster  the  development  of  such  pro- 
grams. They  ar^ue  that  it  is  in  the  federal  government's  interest  to 
fund  such  programs,  as  they  allow  low -income  families  to  become 
productive  and  self-sufficient  and  can  provide  important  develop- 
mental experiences  for  poor  children.  Some  opponents  do  not  be- 
lieve that  there  is  sufficient  proof  of  a  shortage  of  adequate  and  af 
fordable  child  care  and  therefore  feel  that  federal  action  is  unnec- 
essary, especially  in  a  time  of  federal  budget  stringency.  Other  crit- 
ics maintain  that  these  grant  programs  would  result  in  unevenly 
distributed  programs,  since  not  all  states  would  take  advantage  of 
federal  aid. 

Provide  incentive  grants  for  the  development  and  operation  of  tar 
geted  child  care  programs 

The  federal  government  could  foster  the  development  and  oper- 
ation of  targeted  child  care  programs  by  funding  grants  for  child 
care.  The  98th  Congress  authorized  (but  did  not  appropriate)  $12 
million  in  1984  fci  the  development  of  school *age  child  care  pro- 
grams, as  well  as  an  additional  $8  million  for  dependent  care  re- 
source and  referral  agencies.^''  The  federal  government  could  au- 
thorize and  appropriate  additional  funding  for  these  programs,  and 
could  extend  it  to  include  other  forms  of  child  care. 

Such  grants  could  be  used  to  promote  child  care  programs  that 
meet  specific  child  care  needs,  for  example,  infant  and  toddler  care 
programs  for  teenage  mothers  to  allow  them  to  attend  school,  pro- 
grams for  low -income  handicapped  children  with  working  parents, 
or  after-school  programs  for  latchkey  children.  Furthermore,  in 
order  to  target  the  grants  toward  services  for  low  income  communi- 
ties and  families,  grants  could  be  extended  to  provide  matching 
funds  for  the  operating  costs  of  programs  serving  predominantly 
low-income  families,  they  could  reduce  the  costs  of  care  for  low- 
income  families  by  requiring  that  the  child  care  programs  have 
sliding  fee  scales,  and  they  could  require  that  a  certain  number  of 
subsidized  tlcts  be  available.  These  programs  would  then  be  avail- 
able for  those  parents  eligible  for  subsidies  under  other  federal  and 
state  programs,  afa  well  as  for  those  low-income  parents  who  do  not 
fit  the  particular  categorical  and  income  eligibility  requirements  of 
each  state. 


'^More  infurmation  on  resource  and  referral  agencies  ib  presented  later  m  this  section 
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A  related  option  would  be  to  give  states  financial  and  technical 
assistance  to  develop  partnerships  between  the  private  and  public 
sectors  to  improve  the  supply  of  child  care  for  low  income  families. 
The  Texas  Corporate  Child  Development  Fund  is  an  example  of 
such  a  partnership.  This  option  could  encourage  corporations  and 
businesses  to  contribute  to  the  development  of  child  care  programs 
in  low-income  areas. 

Promote  the  development  of  umbrella  organizations  for  family  day 
home  providers 

Family  day  care  is  one  of  the  most  common  forms  of  child  care 
in  the  United  States.  Although  comprehensive  data  about  this  type 
of  child  care  are  scarce,  in  part  because  the  majority  of  such  homes 
are  unregulated,  the  National  Day  Care  Home  Study  estimated 
that  5.2  million  children  were  being  cared  for  in  1.8  million  family 
day  homes  in  the  late  lOTO's.^^ 

Family  day  care  associations  and  umbrella  organizations  have 
developed  in  some  communities.  They  provide  resources  (such  as 
eligibility  for  the  federal  Child  Care  Food  Program)  and  support 
services  to  registered  or  licensed  providers.  These  organizations  can 
provide  training,  quality  monitoring,  health  insurance  coverage, 
low-interest  loans,  and  other  benefits  to  family  day  home  provid- 
ers.^^ They  also  give  providers  of  family  day  care  an  incentive  to 
become  licensed  or  registered. 

The  federal  government  could  encourage  the  development  of 
such  organizations  by  providing  funding  for  the  start-up  costs  and 
costs  of  operation  of  umbrella  organization^,  ao  well  as  by  provid- 
ing technical  assistance,  information,  and  training.  Proponents  of 
this  option  suggest  that  umbrella  organizations  make  the  provision 
of  family  day  care  servi';es  more  attractive  to  potential  providers 
and  thereby  increase  the  supply  of  programs,  as  well  as  improve 
the  quality  of  care  provided  to  the  children.  They  also  point  out 
that  these  organizations  provide  minimal  monitoring  of  quality  and 
safety  for  member  homes.  Such  monitoring  is  frequently  provided 
by  the  home  s  membership  in  the  Child  Care  Food  Program 
(CCFP),  which  involves  approximately  three  visits  each  year  and  fo- 
cuses on  compliance  with  CCFP  nutritional  requirements  rather 
than  quality  of  care.  Such  organizations,  however,  might  increase 
the  degree  of  regulation  of  family  day  homes,  which  some  oppose 
because  they  believe  it  would  increase  the  cost  and  reduce  the 
availability  of  care. 


Patricia  Devine  Haw  kins,  National  Da>  Care  Home  Study  Famil>  Da>  Cure  *n  the  United 
States"  iWashington.  DC  Government  Printing  Office.  1981).  Somt  states  require  family  da> 
homejj  to  bt  li<,ensed.  whn,h  generally  involves  ^,ompllan^,e  with  health  and  safety  standards, 
Othei  states  »iiTtply  require  home  registration.  whiJi  geneially  dues  nut  require  any  compliance 
with  standards 

'*Fcrn  Marx.  "Child  Care"  ;a  paper  prepared  for  the  American  Public  Welfare  Association 
Conference  at  Wingspread  m  Ra<,ine,  Wisconsin.  October  1984i.  p.  38  An  example  of  such  a  pro- 
gram Is  the  Family  Day  Care  Ass'Xiation  in  Hennepin  County.  Minnesota,  which  had  a  mem- 
bership of  900  family  day  home  providers  in  1983.  It  offers  a  number  of  servi^^es  to  ita  providers, 
•ncluding  shared  resources,  insurance  cuverage»  legal  asi^xsuiiicc.  and  so  f^rth.  Marx  points  out 
that,  while  the  services  offered  by  this  pr<^ram  are  exceptional,  it  also  shows  the  potential  of 
such  organizations. 
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OPTIONS  TO  IMPROVE  KNOWLEDGE  ABOUT  AVAILABLE  CHILD  CARE 

RESOURCES 

Resource  and  referral  (R&R)  agencies  collect  information  about 
the  child  care  resources  available  in  the  community  and  provide 
this  information  to  parent**,  therebj'  helping  them  become  knowl- 
edgeable consumers  of  child  care.  Furthermore,  such  agencies  can 
be  used  to  identify  the  child  care  needs  of  the  community,  as  the 
relationship  between  requests  and  referrals  can  show  areas  of 
unmet  demand.  This  information  enables  policymakers  and  provid- 
ers to  respond  by  developing  carefully  targeted  child  care  pro- 
grams. In  recent  years,  a  number  of  states  and  localities  have  sup- 
ported the  development  of  R&R  agencies.  For  example,  California 
has  funded  a  statewide  network  of  R&R  programs,  and  other  local- 
ities and  private  orgar  Izations  have  become  involved  in  similar  ef- 
forts. 

The  federal  govei  l.  it  could  foster  the  development  of  such 
programs  by  authorizing  and  appropriating  additional  funding  for 
the  resource  and  referral  portion  of  the  previously  mentioned 
Grants  for  States  for  Planning  and  Development  of  Dependent 
Care  Programs.  ^°  The  program  could  also  be  expanded  to  provide 
matching  funds  for  the  operating  costs  of  programs  that  serve  low- 
income  communities. 

Proponents  of  such  programs  think  that  R&R  agencies  are  bene- 
ficial because  they  can  increase  the  efficiency  of  the  day  care 
system.  Furthermore,  they  argue  that  financial  assistance  is  par- 
ticularly necessary  for  those  communities  that  are  unable  to  sup- 
port such  a  service  with  their  own  resources.  Some  opponents 
maintain  that  federal  funds  should  be  concentrated  on  expanding 
the  available  supply  of  child  care,  particularly  for  low  income  fami 
lies,  and  therefore  should  be  spent  on  direct  delivery  of  services. 
Others  maintain  that  the  private  sector  should  be  primarily  re- 
sponsible for  developing  new  R&R  programs. 

OPTIONS  TO  IMPROVE  THE  AFFORDABIUTY  OF  CHILD  CARE  FOR  LOW- 
INCOME  FAMIUES 

Child  care  cobtb  can  represent  a  substantial  portion  of  a  family's 
budget,  particularly  for  low  income  families  or  families  with  large 
numbers  of  childrjn.  The  costs  of  child  care  can  vary  widely,  as 
they  depend  on  the  age  of  the  child,  the  type  of  child  care,  the 
length  of  time  in  care,  and  the  geographic  area.  Generally,  care  is 
more  expe  islvo  ^or  younger  children  (particularly  infants),  and 
center-based  ct^  v  *&  more  expensive  than  family  day  home  care.  Es- 
timates of  average  annual  child  care  costs  range  from  $2,000  to 
more  than  $6,500— costs  that  can  be  prohibitive  for  low-income 
families.^* 


^The  resource  and  referral  portion  of  Ihe  program  ib  currently  authorized  at  $8  million, 
^'The  following  cblimateb  &riow  average  annual  ciiild  uire  costi*  based  on  local  surveys.  In 
Oakland,  the  av-rage  annual  cost  foi  center-based  preschool  care  m  $2,800,  for  center  cased 
infant  care,  $4,2('0,  and  fot  licenseii  family  day  homes,  $2,600,  In  Ma&sachusettd,  the  annual 
costs  for  preschool  care  average  $3,000.  for  infant  care,  more  than  $5,000.  In  Minnesota,  annual 
average  costs  for  preschoo*  care  are  $1,^00,  for  infant  uire,  $C,600.  Other  estimates  are  cited  in 
Select  Committee  on  Children,  Youth  and  Families,  Families  and  Child  Care"  H984),  pp.  6,  17, 
and  29  The  cost  of  child  care  is  related  to  the  issue  of  the  quality  of  the  care.  Quality  has  been 

Continued 
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The  federal  government  could  affect  the  affordability  of  child 
vare  through  two  primary  mechanisms,  the  Social  Services  Block 
Grant  (SSBG)  and  the  dependent  care  tax  credit.  First,  state  and 
federal  governments  have  traditionally  provided  financial  assist- 
ance to  low  income  families  (within  certain  eligibility  guidelines) 
for  their  child  care  costs.  Prior  to  1981,  Title  XX  was  the  primary 
source  of  federal  funding  for  subsidized  child  care.  Although  states 
were  required  to  set  aside  only  $200  million  of  Title  XX  funds  for 
child  care,  an  estimated  18  percent  (or  approximately  $720  million) 
of  total  Title  XX  expenditures  went  to  child  care  in  1980.'^  Under 
the  Omnibus  Budget  Reconciliation  Act  of  1981,  Title  XX  was  com- 
bined with  other  programs  to  form  the  Social  Services  Block  Grant, 
and  its  funding  levels  were  reduced  by  20  percent. Furthermore, 
this  legislation  eliminated  the  set-aside  funding  for  child  care,  the 
income  guidelines  for  eligibility,  the  state  funds  matching  require- 
ment, and  reduced  the  state's  reporting  requirements.  Although  no 
national  data  are  available  because  of  the  latter  change,  studies  by 
the  General  Accounting  Office  and  the  Urban  Institute  found  that 
a  mcyority  of  the  states  sampled  have  reduced  their  expenditures 
on  subsidized  child  care  as  a  result  of  the  budget  reductions  of 
1981.^^  The  states  generally  maintained  funding  levels  for  crisis 
services,  such  as  child  abuse  protective  services  and  adoptive  and 
foster  care  services.^® 

The  second  federal  mechanism  that  affects  the  affordability  of 
child  care  is  the  dependent  care  tax  credit.  Families  that  use  child 
care  to  enable  adults  to  work  (or  the  spouse  of  a  worker  to  go  to 
school)  currently  qualify  for  a  nonrefundable  tax  credit  based  on 
the  costs  of  that  care.^'  The  credit  applies  to  the  first  $2,400  spent 
for  one  child  or  $4,800  for  two  and  the  credit  rate  is  reduced  as 
income  rises  to  a  minimum  of  20  percent  for  those  with  an  AGI  above 


The  child  care  credit  was  enacted  in  1976,  replacing  a  similar  de- 
duction. Making  the  provision  a  credit  made  it  available  to  taxpay- 
ers who  do  not  itemize  as  well  cu>  lo  those  who  do,  thus  increasing 
its  value  for  man>  lower  income  taxpayers.  The  credit  remained  es- 
sentially unchanged  until  1981,  when  it  was  increased  and  targeted 


found  Ui  be  Associat«ti  with  small  gruup  sue,  high  siaif.  thiM  rattan  vfound  to  be  particularly 
important  fur  mfantd/,  and  aUxif  quahfiuitiwns  Richard  R.  Ruopp,  Childn^n  at  the  Center.  Final 
Report  of  the  National  Da>  Care  Stud>,*'  Executive  Summary  ^Cambridge,  MA.  ABT  Book», 
April  1979),  pp.  2-4. 

Child  care  costs  arc  also  subsidized  indirectly  through  AFDC  and  Food  Stamps.  Expends 
tureb  fur  child  ware  are  taken  intw  account  in  calculating  benefit  levels  in  each  program.  See 
Chapter  III  (AFDC)  and  Chapter  IV  (Food  Stamps)  for  further  details. 

U.S.  Department  uf  Health  and  Human  Services,  Office  uf  Human  Development  Services, 
Report  to  Congress.  Summary  Report  uf  the  Asbessment  uf  ihe  Current  State  Practices  m  Title 
XX  Funded  Day  Care  Programs"  (October  1981),  p«  17. 

^*The  Omnibus  Budget  Recunciliation  Act  of  1981  reduced  the  funding  level  of  the  SSBG  from 
$2.99  billion  in  1981  to  $2.40  billion  in  1982. 

Madeleine  Kimmich,  "Children's  Services  m  the  Reagan  Era  *  vDi&cussiun  Paper,  Urban  In- 
stitute, Washington,  D.C ,  October  1984;,  p.  35  ito  be  published  in  June  1985;.  General  Account- 
ing Office,  "States  Use  Several  Strategies  to  Cope  with  Funding  Reductions  Undei  Social  Serv- 
ices Block  Grant"  (August  9.  1984),  p.  iii. 
'*Ibid.,  GAO,  p.  iv,  and  Kimmich,  p.  50. 

^^To  qualify,  a  single  parent  must  work,  married  couples  must  have  at  least  one  full-time 
worker  and  the  spouse  must  work  at  least  part  time  ui  go  to  school  The  children  for  whom 
child  care  is  used  must  be  claimed  tax  dependents,  and  eithei  be  under  15  or  be  physically  or 
mentally  incapacitated.  This  credit  may  also  be  used  for  handicappei^  auuU  dependents. 
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more  toward  lower-income  taxpayers.  Since  1981,  there  have  been 
only  minor  changes  in  the  credit. 

In  1982,  just  over  5  million  taxpayers  ciaimed  the  credit,  revenue 
losses  totaled  slightly  over  $1.5  billion,  about  $300  per  claimant.^* 
More  than  half  of  the  families  using  the  credit  had  incomes  above 
$25,000.  Only  6  percent  of  those  claiming  the  credit  had  incomes 
below  $10,000,  and  for  these  low  incorne  families,  tax  savings  aver- 
aged $256.  Because  its  nonrefundability  rneans  that  families  can 
benefit  only  to  the  extent  of  their  tax  liability,  the  credit  provides 
only  limited  assistance  to  the  poor.  Nearly  60  percent  of  families 
with  incomes  below  $10,000  benefited  by  less  than  the  full  potential 
value  of  the  credit  in  1982.^^ 

Options  that  would  afFect  the  afFordabilit>  of  child  care  through 
both  direct  and  indirect  means  could: 

—Reestablish  the  Social  Services  Block  Grant  set-aside  for  child 
care  for  low-income  families;  and 

—Modify  the  dependent  care  tax  credit. 

Earmark  Social  Services  Block  Grant  funds  for  child  care 

The  federal  government  could  reinstate  the  $200  million  set-aside 
for  child  care  in  the  Social  Services  Block  Grant.  The  states  could 
then  use  these  funds  to  develop  programs  for  any  of  the  specific 
groups  that  are  of  concern— for  example,  school-age  children,  ado- 
lescent mothers,  or  low-income  families.^^ 

If  the  set-aside  for  child  care  were  created  with  no  additional 
funding  for  the  SSBG,  it  could  increase  expenditures  on  child  care 
without  increasing  costs  for  the  federal  government.  It  would  also, 
however,  require  that  states  draw  funds  away  from  other  impor- 
tant social  services  provided  by  the  Social  Services  Block  Grant, 
such  as  protective  and  crisis  services  for  abused  children,  adoption 
and  foster  care  services,  ad  alt  protective  care,  and  home-based 
services. 

Another  option  would  be  to  expand  funding  for  the  SSBG  and  re- 
quire that  the  additional  funds  be  used  only  for  child  care  services. 
Such  an  expansion  could  be  set  at  any  level  the  federal  government 
might  choose,  for  example,  an  additional  $200  million  could  rein- 
state the  previous  set-aside,  although  it  is  not  clear  that  this 
amount  would  be  sufficient  to  return  state  child  care  expenditures 
to  their  previous  levels.  This  kind  of  legislation  could  require  a 
maintenance-of-effort  clause  to  ensure  that  the  new  funds  would  be 
added  to  current  state  day  care  fundirg  levels,  instead  of  bein^ 
used  to  substitute  for  them.  This  option  would  increase  the  states 
ability  to  provide  subsidized  child  care  to  low  income  families  with- 


Preliminary  figures  fur  tht-  1983  tax  year  indicate  a  lur^e  increabt-  in  both  participation  and 
credit  arriv^unts,  pi/i>i>ibl>  a£«  a  result  of  changes  in  reflations.  In  1983,  taxp<t>er8  usin^  Form 
1040A  were  allowed  for  the  first  time  tu  claim  the  credit.  In  addition,  taxp  ers  taking  the 
credit  were  not  required  to  identify  child  care  providers.  The  effect  appears  to  have  been  about 
a  30  percent  increase  to  6.4  million -in  the  number  of  tax  returns  claiming  the  credit  and  a 
one-third  rise— to  $2  billion— in  revenue  losses. 

^^The  child  care  credit  is  applied  before  the  corned  income  tax  credit  tEITC/,  therefore  its 
value  IS  not  limited  by  the  EITC  The  child  care  credit  can  be  usH  to  reduce  gross  taxes  owed, 
but  onlv  down  to  ^ero.  The  EITC  is  then  applied,  if  applicable,  and  is  refundable.  See  Chapter  III 
for  furtner  discussion  of  the  EITC. 

*^The  Congress  earmtirked  a  $25  million  increase  in  SSBG  funding  for  fiscal  >ear  1985  to  pro- 
vide training  fox  child  care  staff,  licensing  and  enforcement  officials,  and  parents,  with  the  pri>- 
vise  that  states  conduct  criminal  checks  on  day  care  employees. 
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out  drawing  fundt*  dwa>  frum  other  social  services  provided  under 
the  SSBG;  at  the  same  time,  it  would  raise  federal  costs. 

Proponent^)  of  the^e  options  argue  that  there  is  an  inadequate 
supply  of  affordable  child  care  for  low-income  children,  and  main- 
tain that  the  federal  government  has  a  responsibility  to  ensure 
that  such  care  is  available.  They  suggest  that  it  is  appropriate  to 
use  the  SSBG  to  provide  such  care,  since  it  has  traditionally  been 
the  major  source  of  federal  funding  for  child  care.  Moreover,  they 
argue  that  such  services  are  cost  effective,  because  tho  olluw  fami- 
lies to  work  and  be  self-sufficient.  Opponents  argue  that  no  evi- 
dence exists  of  a  shortage  of  such  care.  Moreover,  they  believe  that 
earmarking  the  SSBG  would  reverse  the  block  grant  proces.s  and 
reduce  the  states'  discretion  in  determining  social  service  priorities. 

Modify  the  dependent  care  tax  credit 

Three  approaches  could  be  taken  to  increase  the  assistance  to 
families  with  children  provided  through  the  dependent  care  tax 
credit.  First,  the  entire  credit  rate  schedule  could  be  raised  so  that 
the  percentage  of  child  care  expenses  allowed  as  a  tax  credit  would 
be  higher  for  all  taxpayers.  Second,  to  hold  down  the  cost  of  in- 
creasing aid,  the  rate  schedule  could  be  tilted  so  that  the  percent- 
age of  expenses  allowed  as  a  credit  would  be  higher  for  low-income 
families  but  reduced— perha  ps  to  zero— for  higher-income  families. 
Reduced  benefits  for  those  with  high  incomes  would  partially  offset 
the  higher  costs  of  increasing  the  credit  for  low-income  families. 
Third,  the  credit  could  be  made  refundable,  with  or  without  chang- 
ing the  percentage  rate.  This  approach  would  allow  all  families,  re- 
gardless of  other  tax  liabilit>,  to  receive  the  full  value  of  the  credit. 

Increasing  the  credit  for  low  income  familieo  would  reduce  their 
net  child  care  exper*des,  thereby  making  emplo>ment  more  attrac- 
tive b>  raising  earnings  net  of  expenses  and  making  schooling 
more  attractive  b>  lowering  costs.  In  turn,  through  employment 
and  schooling,  low -income  families  could  become  less  dependent  on 
government  transfers  and  other  assistance. 

Options  that  would  make  the  credit  refundable  would  strengthen 
emplo>ment  and  education  incentives  even  more  b^  removing  tax 
liability  as  a  limit  on  the  value  of  the  credit.  Because  the  current 
credit  is  not  refundable,  a  married  couple  with  two  children  would 
have  to  have  an  income  above  $17,556  to  obtain  the  full  potential 
value  of  the  credit— the  percentage  credit  times  the  maximum  al- 
lowable child  care  expenses.  "  Mak  ing  the  credit  refundable  would 
allow  all  families  to  receive  a  percentage  of  their  child  care  costs 
up  to  the  allowed  mrjximum.  On  the  other  hand,  even  if  it  were 
refundable,  families  might  not  benefit  from  the  credit  until  they 
filed  their  tax  returns  *^  and,  thus,  might  be  unable  to  meet  weekly 
child  care  costs. 

Finally,  restricting  the  credit  to  families  with  incomes  below  a 
set  limit  would  reduce  revenue  losses  and  help  finance  increased 


*'Thts  estimate  derues  frum  CBO  bimulattunb  <f{  1984  tax  law,  nhich  assume  that  families 
either  daim  the  ^^tandard  dedu^,tiun  of  J'i.lOO  (iji  married  c<^upkt«  *jt  ^2,.i00  fur  Mn^^le  heads  of 
hMUsehuId,  ui  that  tht>  dedu^,t  thruunh  ilemiiuaiion  2'i  ptT^^eni  uf  iheir  >jrus^  iti^^ume  if  that  is 
greater  Total  child  care  costi>  of  at  leaj%t  $4,X00  lot  two  children  aR^  also  ab5>ume<i 

famtl>  cuuid  avuid  thib  problem  b>  redv-.iriji  the  amount  uf  lax  withheld  from  earning;?, 
but  many  families  might  not  know  how 
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assistance  for  those  families  with  low  incomes.  Because  about  20 
percent  of  child  tax  credits— nearly  $300  million— went  to  taxpay- 
ers with  annual  incomes  above  $40,000  in  1982,  significant  savings 
could  be  obtained.  Denying  the  credit  for  higher  income  families, 
however,  would  be  a  refusal  to  recognize  a  legitimate  work-related 
expense  for  some,  while  allowing  it  for  others. 


ERIC 


PART  III 

Costs  and  Effects  of  Expanding  AFDC 


ERIC  308 


SUMMARY 


The  Aid  to  Families  with  Dependent  Children  (AFDC)  program  is 
the  major  source  of  government  cash  assistance  to  low-income  chil- 
dren and  their  families.  In  1984,  a  bill  to  expand  the  AFDC  pro- 
gram, as  well  as  to  require  changes  in  other  programs,  was  intro- 
duced in  the  98th  Congress,  and  it  is  expected  to  be  reintroduced  in 
1985.  This  bill— H.R.  4920,  or  the  Omnibus  Anti-Poverty  Act  of 
1984— would  institute  the  broadest  changes  in  AFDC  in  recent  dec- 
ades. 

This  paper  presents  estimates  of  the  costs  and  effects  jf  the  bill's 
major  AFDC  provisions.  Most  of  the  provisioi^s  bare  been  proposed 
before  in  earlier  attempts  to  change  the  AFDC  program,  and  they 
would  likely  be  included  in  any  future  proposals. 

The  AFDC  Proposals 

The  Omnibus  Anti-Poverty  Act  includes  five  major  \FDC  propos- 
als, which  would: 
— Mandace  a  minimum  benefit  level, 
— Extend  benefits  to  two-parent  families, 
— Increase  deductions  from  income, 
— Liberalize  asset  restrictions,  and 

—Reduce  states'  financing  shares  for  increases  in  AFDC  benefits. 

MANDATE  A  MINIMUM  BENEFIT  LEVEL 

The  first,  and  most  costly,  proposal  would  require  states  to  main- 
tain minimum  benefit  levels.  The  specific  minimum  would  be  set  so 
that  the  AFDC  benefit  together  with  the  food  stamp  benefit  would 
have  to  equal  65  percent  of  the  poverty  income  guidelines  for  each 
family  size.  For  example,  for  a  family  of  three  in  1986,  65  percent 
of  the  poverty  guideline— consistent  with  the  guidelines  published 
for  previous  years  by  the  Department  of  Health  and  Human  Serv- 
ices—is estimated  to  be  $528  a  month.  As  a  result,  the  AFDC  mini- 
mum benefit  for  a  family  of  three  would  be  $396  (and  the  food 
stamp  benefit,  $132X  Each  year  the  required  AFDC  minimum  bene- 
fits would  rise  along  with  the  poverty  guidelines,  which  are  adjust- 
ed for  inflation. 

A  majority  of  states  would  have  to  raise  their  benefit  levels  if 
this  proposal  were  enacted.  Now,  AFD<"  benefit  levels  vary  consid- 
erably among  states  because  the>  are  set  by  the  states.  Moreover, 
they  are  far  below  the  poverty  guidelines  in  some  states.  In  July 
1984,  maximum  benefit  Lvels  for  a  family  of  three  in  the  continen- 
tal United  States  ranged  from  $96  in  Mississippi  to  $558  in  Ver- 
mont. 
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EXTEND  BENEFITS  TO  TWO-PARENT  FAMILIES 

States  would  be  required  to  extend  benefits  to  ali  two-parent 
families  whose  incomes  were  low  enough  to  qualify  for  AFDC.  Ben- 
efits could  be  below  those  for  single-parent  families  (but  not  below 
the  required  minimum  benefit)  and  could  be  limited  to  6  months  of 
each  year.  The  federal  financing  share  would  be  increased  to  75 
percent  lor  left  at  its  current  level  if  higher)  for  payments  to  all 
two-parent  families.  Adults  in  these  families,  and  many  of  the  chil- 
dren, would  also  become— by  virtue  of  their  receipt  of  AFDC — 
newly  eligible  for  Medicaid. 

At  state  option,  two-parent  families  are  now  eligible  for  AFDC 
only  if  their  principal  earner  is  unemployed  or  works  fewer  than 
100  hours  a  month.  Twenty-four  states  and  the  District  of  Colum- 
bia now  provide  benefits  to  families  under  the  AFDC-unemployed 
parent  program. 

Because  federal  financing  shares  now  range  from  50  percent  to 
78  percent  (depending  on  a  state  s  per  capita  income),  the  propos- 
al's increased  federal  share  would  provide  some  fiscal  relief  to 
states  who  now  have  an  AFDC-unemployed  parent  program.  These 
states  could  have  lower  or  higher  expenditures  after  extending  ben- 
efits to  all  two-parent  families,  while  states  who  do  not  now  have 
an  AFDC-unem plowed  parent  program  would  experience  increased 
expenditures. 

INCREASE  DEDUCTIONS  FROM  INCOME 

Deductions  from  income  for  determining  AFDC  benefits  would  be 
altered  as  follows: 

-  20  percent  of  gross  earnings  up  to  $175  would  be  allowed  for 
work-related  expenses,  compared  with  a  flat  $75  now. 

-$30  and  one-quarter  of  earnings  after  other  deductions  would 
be  disregarded  with  no  time  limit,  compared  with  $30  for  12 
months  and  one-third  of  net  earnings  for  4  months  under  cur- 
rent law.  Also,  the  $50  and  one-quarter  deductions  would  be 
used  in  determining  eligibility  as  well  as  benefit  levels. 

^The  gross  income  limit,  now  equal  to  185  percent  of  a  state's 
need  standard,  would  be  eliminated. 

—A  family's  deduction  for  child  care  expenses  would  be  capped 
at  $320  a  month.  Deductible  expenses  now  can  be  as  much  as 
$160  a  month  for  each  child,  with  no  cap  on  the  total  deduc- 
tion. 

—The  Earned  Income  Tax  Credit  would  no  longer  be  counted  as 
income. 

—  Up  to  $50  a  month  of  unemployment  compensation  would  be 
disregarded.  Now  it  is  counted  in  full. 

These  changes  would  allow  families  to  retain  more  of  their  earn- 
ings. Now  a  $1  increase  in  earnings  results  in  a  $1  decrease  in 
AFDC  benefits  after  the  first  4  months  of  earnings.  With  the  pro- 
posed changes,  a  $1  increase  in  earnings  wjuld  result  in  a  60  cent 
decrease  in  benefits,  improving  incentives  to  work  among  families 
already  on  AFDC.  These  changes  would  raise  income  limits  in  the 
program,  however,  bringing  more  families  onto  AFDC,  thereby  re- 
ducing incentives  to  work  among  these  new  families. 
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LIBERALIZE  ASSET  RESTRICTIONS 

Asset  restrictions,  which  make  ineligible  some  families  with  in- 
comes low  enough  to  qualify  for  AFDC,  would  be  liberalized.  The 
level  allowed  would  be  increased  to  $2,250  from  $1,000  (or  less,  at 
state  option)  under  current  law.  The  home  and  basic  maintenance 
items  such  as  furniture  would  continue  to  be  excluded.  The  cash 
value  of  life  insurance,  which  is  now  counted,  would  be  excluded. 
Cars  would  be  treated  differently,  more  closely  to  their  treatment 
in  the  Food  Stamp  program.  Now,  one  car  with  an  equity  value  up 
to  $1,500  (or  less,  at  state  option)  is  excluded.  The  Omnibus  Anti- 
Poverty  Act  would  evaluate  cars  two  ways— by  their  market  (full) 
value  and  by  their  equity  (market  value  less  debt)  value.  A  market 
value  of  less  than  $5,500  a  car  would  not  be  counted.  Equity  value 
would  be  assessed  excluding  one  car  and  a  second  car  if  it  were 
necessary  for  employment.  Then  the  greater  of  either  market  value 
(over  $5,500)  or  equity  value  would  be  counted  against  the  overall 
asset  limit. 

Asset  restrictions  have  become  more  restrictive  over  time  as 
prices  have  risen.  These  changes  would  make  more  families  eligible 
for  AFDC  and  also  for  Medicaid. 

REDUCE  states'  FINANCING  SHARES  FOR  INCREASES  IN  AFDC  BENEFITS 

To  encourage  added  growth  in  AFDC  benefit  levels,  the  Omnibus 
Anti-Poverty  Act  would  give  states  an  incentive  to  raise  benefits. 
This  incentive  would  take  the  form  of  a  30  percent  reduction  in  the 
state's  financing  share  for  all  AFDC  benefit  increases  after  a  speci- 
fied date  For  example,  a  state  with  a  50  percent  financing  share 
would  have  this  share  reduced  by  15  percentage  points  to  35  per- 
cent A  state  with  a  22  percent  financing  share— the  lowest  under 
current  law— would  have  this  share  reduced  by  7  percentage  points 
to  15  percent  The  federal  government's  share  of  AFDC  benefit  in- 
creases would  then  be  65  percent  and  85  percent,  respectively. 

AFDC  benefit  levels  have  declined  in  real  terms  in  almost  every 
state  The  median  maximum  benefit  for  a  four-person  family  with 
no  income  fell  by  33  percent  from  July  1970  to  January  1985,  and 
only  three  states  (California,  Maine,  and  Wisconsin)  raised  benefits 
to  keep  pace  with  inflation.  This  decline  in  real  benefits  means 
that  beneficiary  families  are  able  to  buy  fewer  goods  and  services 
over  time. 

The  effectiveness  of  this  provision  in  raising  AFDC  benefits 
would  depend  on  the  behavior  of  states.  States  who  would  have  in- 
creased benefits  under  current  law  would  have  their  expenditures 
reduced.  They  could  then  use  these  savings  to  increase  AFDC  bene- 
fits further  or  for  other  purposes.  States  who  would  not  have  in- 
crf.ased  benefits  would  now  find  it  less  costly  to  do  so,  and  they 
might  respond  by  raising  benefits. 

Costs  of  the  Proposals 

Together,  these  proposals  would  add  significantly  to  government 
costs  The  five  proposals,  if  enacted  jointly,  are  estimated  to  add 
$5,3  billion  to  federal,  state,  and  local  government  outlays  in  fiscal 
year  1986  By  1990,  the  estimated  additions  to  outlays  would  be 
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$11.3  billion.  Added  outlays  in  AFDC,  and  in  the  other  programs 
that  would  be  affected  b>  the  AFDC  changes,  are  shown  in  Summa- 
ry Table  1. 

SUMMARY  TABLE  L- ESTIMATED  COSTS  TO  FEDERAL,  STATE,  AND  LOCAL  GOVERNMENTS 

OF  AFDC  PROPOSALS 

[By  fiscal  year,  in  biJJions  of  dollars) 


1986      1987      1988      1989  1990 


AFDC   5.5  8.4  9.3  9.9  10.5 

Food  stamps   --1.2  --1.8  -2.0  -2.1  -2.3 

Medicaid   1.1  2.5  2.7  2.9  3.1 

General  assistance    ^.i  ^.i  .^.i  ^.i 

Total   5.3  9.0  9.9  10.6  11.3 

Federal   3.3  5.4  6.0  6.4  6.9 

State   2.0  3.5  3.9  4.2  4.4 


In  AFDC,  costs  would  rise  by  $5.5  billion  in  1986  and  $10.5  billion 
in  1990.  Costs  would  be  lower  in  1986,  in  part  because  several  years 
would  pass  before  all  the  newl>  eligible  families  would  begin  to  re- 
ceive AFDC,  when  families  are  made  newl>  eligible  because  of  a 
legislative  change,  the>  flow  onto  a  program  only  over  time  as  they 
learn  of  their  eligibility  or  as  their  circumstances  change.  Costs 
v/ould  rise  to  $21.8  billion  from  CBO  s  current  law  projection  for 
AFDC  in  fiscal  year  1986  of  $16.3  billion— a  one-third  increase.  By 
1990,  AFDC  outlays  would  be  increased  from  $18.2  billion  to  $28.7 
billion,  a  rise  of  58  percent. 

The  most  costly  single  proposal  is  that  mandating  a  minimum 
benefit  level,  which  by  itself  would  add  an  estimated  $3.4  billion  to 
AFDC  outlays  in  1986.  Moreover,  because  of  interactions,  costs  of 
the  other  proposals  would  also  rise.  Mandating  a  minimum  benefit 
level  and  expanding  benefits  to  two-parent  families  together  would 
account  for  almost  three-quarters  of  the  AFDC  costs  of  the  total 
package.  This  paper  includes  estimates  of  the  costs  and  effects  of 
each  of  the  proposals  if  it  were  enacted  separately,  as  well  as  the 
costs  and  effects  of  the  entire  package. 

These  costs  include  estimated  increases  in  AFDC  administrative 
costs  and  in  AFDC  benefit  costs  to  allow  for  reduced  work  effort. 
Administrative  costs  would  rise  because  of  the  increase  in  the 
number  of  families  receiving  AFDC— by  about  $0.3  billion  and  $0.9 
billion  in  1986  and  1990,  respectively.  Hours  worked  by  the  families 
made  newl>  eligible  and  participating  in  AFDC  are  estimated  to 
fall— because  of  both  the  rise  in  their  incomes  and  the  lai^ge  de- 
crease in  their  AFDC  benefits  for  every  added  dollar  they  earned 
(the  "marginal  benefit  reduction  rate**),  as  a  result,  AFDC  benefit 
costs  would  be  $0.2  billion  and  $0.7  billion  higher  in  1986  and  1990, 
respectively. 

Several  other  programs  would  be  affected  by  the  AFDC  changes. 
Food  Stamps,  Medicaid,  and  state  General  Assistance  (GA)  pro- 
grams. Costs  in  the  Food  Stamp  program  would  decline  by  an  esti- 


402 


383 


mated  $1.2  billion  in  1986.  Because  AFDC  benefits  are  counted  as 
income  of  participating  families,  their  food  stamp  benefits  would 
fall  automatically  as  their  AFDC  benefits  rose.  Costs  in  the  Medic- 
aid program  would  rise  by  an  estimated  $1.1  billion  in  1986  because 
most  of  the  families  who  participated  in  AFDC  for  the  first  time 
would  also  become  newly  eligible  for  Medicaid.  Finally,  costs  in 
state  General  Assistance  progiams  would  decline  hy  an  estimated 
$0.1  billion  in  1986  because  a  small  number  of  the  new  families 
would  h^ve  received  GA  if  they  were  not  receiving  AFDC. 

The  additional  costs  of  these  proposals  would  be  shared  by  feder- 
al and  state  governments.  In  1986,  federal  outlays  would  rise  by 
$3.3  billion,  or  63  percent  of  the  total,  and  state  outlays  by  $2.0  bil- 
lion, or  37  percent. 


At  least  3.8  million  families  with  low  incomes  would  be  made 
better  off  by  the  package  of  proposals.  Of  these  families,  an  esti- 
mated 1.5  million  v/ould  be  families  newly  eligible  for,  and  partici- 
pating in,  AFDC.  Approximately  60  percent  of  the  new  families 
would  be  two-parent  families  and  40  percent,  single-parent  families. 
As  a  result,  the  number  of  families  receiving  AFDC  would  rise 
from  3.8  million  to  5.2  million— an  increase  of  more  than  40  per- 
cent—and a  larger  proportion  would  be  two  parent  families  than 
currentl>.  Another  2.3  million  families  now  receiving  AFDC—about 
63  percent  of  those  on  the  program— would  have  their  benefits  in- 
creased. 


The  package  of  proposals  would  reduce  poverty  significantly. 
About  three-fifths  of  the  families  that  would  be  made  better  off  by 
the  proposals  are  poor  based  on  official  measures  of  poverty  main- 
tained by  the  Bureau  of  the  Census.  Three-quarters  of  the  cost  of 
the  proposals  would  go  to  closing  the  poverty  gap,  which  is  a  meas- 
ure of  the  additional  income  poor  families  would  need  for  their  in- 
comes to  equal  their  poverty  thresholds  as  determined  by  the 
Bureau  of  the  Census.  Moreover,  man>  of  the  families  affected  by 
i\e  proposals  who  are  not  poor  on  an  annual  basis  would  have 
little  or  no  other  income  during  the  months  of  the  year  they  re- 
ceived the  AFDC  benefits. 

The  povert>  gap  would  be  at  least  $4.7  billion  less  after  the  pro- 
posals were  enacted.  This  represents  a  decline  of  almost  one-third 
among  families  affected  by  the  proposals  and  almost  one-fifth 
among  all  families  with  children. 

About  300,000  families  would  move  out  of  poverty.  As  a  result, 
the  poverty  rate  for  families  affected  b>  the  package  of  proposals 
would  drop  by  10  percent— from  62  percent  to  56  percent.  For  all 
families  with  children,  the  poverty  rate  would  fall  by  5  percent— 
from  18  percent  to  17  percent. 


The  effects  of  enacting  the  package  of  proposals  would  vary 
sharply  among  the  regions.  The  South  would  account  for  one-half 
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of  the  package's  AFDC  benefit  costs  in  1986,  compared  with  only  14 
percent  of  total  benefit  costs  under  current  law.  As  a  result,  AFDC 
payments  in  the  South  would  increase  by  one  and  one-half  times. 
At  the  same  time,  two-fifths  of  the  families  made  better  off  would 
live  in  the  South. 

The  North  Central,  Northeast,  and  West  regions  would  account 
for  approximately  22  percent,  12  percent,  and  17  percent  of  the  pro- 
posals' AFDC  benefit  costs,  respectively,  compared  with  30  percent, 
28  percent,  and  28  percent  of  the  program's  current  benefit  costs. 
Their  AFDC  payments  would  increase  much  less  than  the  South  s 
in  percentage  terms,  by  about  one-third  in  the  North  Central 
region,  one-fifth  in  the  Northeast,  and  one-quarter  in  the  West. 

The  southern  region  s  disproportionate  share  reflects  mainly  the 
effects  of  the  minimum  benefit  proposal,  which  would  require 
every  southern  state  to  increase  its  AFDC  maximum  benefit  level. 
Also,  few  southern  states  now  have  AFDC  programs  for  unem- 
ployed parents,  hence,  rather  than  saying  from  the  increased  feder- 
al financing  share  for  two-parent  families,  their  costs  would  rise  be- 
cause of  the  expanded  coverage  to  this  group. 
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CHAPTER  I.  INTRODUCTION 

The  Omnibus  Anti-Poverty  Act  of  1984,  which  was  introduced  in 
the  98th  Congress  and  is  expected  to  be  reintroduced  in  1985,  has 
as  its  stated  aim  program  expansions  that  would  "reverse  the 
present  upward  trend  in  the  poverty  rate."  Poverty  rates  for  fami- 
lies have  risen  steadily  since  1978,  after  declining  sharply  during 
the  1960s  and  remaining  fairly  steady  during  most  of  the  1970s. 
Among  all  families  with  children,  17.9  percent  were  poor  in  1983. 
Single-parent  families  headed  by  a  female  had  much  higher  pover- 
ty rates  than  other  families— 47.2  percent  compared  with  10.5  per- 
cent. For  low-income,  female-headed  families,  the  Aid  to  Families 
with  Dependent  Children  (AFDC)  program  provides  a  major,  and 
often  the  only,  source  of  income. 

Five  major  changes  that  would  expand  AFDC  are  proposed  in  the 
Omnibus  Anti-Poverty  Act  of  1984.  The  proposals  are  summarized 
below.  This  paper  estimates  the  costs  and  effects  of  these  proposals, 
singly  and  in  combination,  and  also  conslderb  variations  on  some  of 
the  proposals.  These  same  proposals  have  been  included  in  numer- 
ous previous  attempts  to  change  AFDC,  and  they  would  likely  form 
the  basis  for  any  future  proposed  expansions. 

Five  Proposals  to  Expand  Aid  to  Families  with  Dependent 

Children 

The  Omnibus  Anti-Poverty  Act  includes  five  major  proposals 
that  would  expand  the  AFDC  program. 

Mandate  a  minimum  benefit  level.  States  would  be  required  to 
mamtam  minimum  benefit  levels  in  AFDC.  The  minimum  AFDC 
benefit  plus  the  food  stamp  benefit  would  have  to  equal  65  percent 
of  the  Department  of  Health  and  Human  Services  poverty  income 
guidelines  for  each  family  size.  Thus,  the  minimum  benefit^s  would 
increase  each  year  along  with  the  poverty  guidelines. 

Extend  benefits  to  two-parent  families.  States  would  Lt>  required 
to  provide  benefits  to  all  two-parent  families  whose  incomes  v.ere 
low  enough  to  qualify  for  AFDC.  Benefits  could  be  limited  to  six 
months  of  each  year  and  could  be  below  those  given  to  single- 
parent  families  (but  not  below  the  required  minimum  benefii).  The 
federal  financing  share  would  be  increased  to  75  percent  fur  pay- 
ments to  all  two-parent  families. 

Increase  deductions  from  income.  Monthly  deductions  from 
income  would  in  general  be  increased,  resulting  in  higher  AFDC 
benefits  for  families  with  outside  income.  For  those  with  earnings, 
deductions  would  equal  20  percent  of  gross  earnings  up  to  $175, 
child  care  expenses  up  to  $160  per  child  with  a  cap  of  $320  per 
family,  $50  and  one-quarter  of  remaining  net  earnings,  and  any 
Earned  Income  Tax  Credit.  The  $50  and  one-quarter  deductions 
would  be  used  in  determining  both  eligibility  and  benefit  levels. 
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Also,  $50  of  unemployment  compensation  would  be  disregarded, 
and  the  gross  income  limit  would  be  eliminated. 

Liberalize  asset  restrictions.  The  asset  limit  would  be  increased 
to  $2,250  ($3,500  if  a  family  member  was  age  60  or  over).  The  cash 
value  of  life  insurance  policies  would  be  excluded,  and  the  restric- 
tions on  cars  would  be  liberalized.  One  car  with  a  market  value  of 
less  than  $5,500  would  be  excluded,  and  a  second  car  would  also  be 
excluded  if  it  were  necessary  for  employment. 

Reduce  states'  financing  shares  for  increases  in  AFDC  benefits. 
A  state's  financing  share  would  be  decreased  by  30  percent  for  all 
increases  in  maximum  AFDC  benefits  after  a  specified  date. 


To  comprehend  the  basis  for,  and  effects  of,  the  proposals  for  ex- 
pansion  of  AFDC  in  the  Omnibus  Anti  Poverty  Act,  both  the  char- 
acteristics of  the  AFDC  program  and  its  trends  over  time  must  be 
understood.  These  are  discussed  in  turn. 


The  AFDC  program  provides  cash  pa>ments  for  needy  children 
(and  their  mothers  or  other  caretaker  relatives)  who  have  been  de- 
prived of  support  because  of  a  parent's  absence,  death,  incapacity, 
or,  in  some  cases,  unemployment.  Within  this  broad  guideline, 
states  determine  program  eligibility  subject  to  specific  federal  limi 
tations.  Both  states  and  the  federal  government  share  in  the  fi- 
nancing of  the  program. 

The  program  s  major  characteristics,  especially  those  relevant  to 
the  proposals  considered  here,  are  as  follows: 

—States  set  maximum  benefit  levels.  As  a  result,  they  vary  sig- 
nificantly among  states,  and  in  some  states  they  are  far  below 
the  poverty  thresholds  establish'^d  by  the  Bureau  of  the 
Census.  In  Jul>  1984,  benefit  levels  for  a  three-person  family  in 
the  continental  Uiiited  States  ranged  from  $96  in  Mississippi 
to  $558  in  Vermont. 
—Few  low-income,  two-parent  families  are  eligible  for  AFDC. 
Two-parent  families  in  which  the  principal  earner  works  100 
hours  a  month  or  more,  regardless  of  how  low  their  incomes, 
are  not  eligible.  Two-parent  families  in  which  the  principal 
earner  works  fewer  hours  or  is  unemployed  are  eligible  in  24 
states  and  the  District  of  Columbia,  but  not  in  the  remaining 
26  states. 

—Few  single-parent  families  with  a  full-time  earner  can  qualify 
for  AFDC,  following  a  tightening  of  program  rules  in  1981.  Eli- 
gibility and  benefits  depend  on  a  family's  income,  which  is  re- 
duced by  a  number  of  deductions.  Monthly  earnings  are  re- 
duced by  a  flat  $75  to  covei  work  related  expenses,  actual  child 
care  expanses  up  to  $160  per  child;  $30  during  the  first  12 
months  of  earnings,  and  one-third  of  remaining  net  earnings 
during  the  first  4  months  of  earnings.  Except  for  $50  of  child 
support  each  month,  there  are  no  deductions  from  unearned 
income.  To  receive  benefits,  a  family's  gross  income  may  not 
exceed  185  percent  of  the  state's  need  standard. 
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—Maximum  levels  are  set  for  assets  as  well  as  for  income.  The 
current  level  allowed  is  $1,000  (or  less,  at  state  option).  The 
home,  one  car  with  an  equity  value  up  to  $1,500,  and  basic 
maintenance  items  such  as  furniture  are  not  counted.  Life  in- 
S'.irance  is  counted  at  its  cash  value;  remaining  assets  are 
counted  at  theic  equity  valu^. 

—The  federal  and  state  financing  shares  vary  among  states,  de- 
pending on  a  state's  per  capita  income.  The  lowest  federal 
share  is  legislated  lo  be  50  percent,  and  the  highest  in  1986- 
1987  will  be  78.42  percent.  On  average,  the  federal  government 
finances  54  percent  of  payments  to  beneficiaries,  and  the 
state's  share  is  46  percent. 

AFDC  TRENDS 

Aggregate  AFDC  payments  to  families  rose  sharply  during  the 
last  15  years--from  $4.9  billion  in  1970  to  $14.5  billion  in  1984.  But 
the  number  of  families  receiving  AFDC  grew  much  less  than  the 
number  of  female-headed  families,  and  because  of  increases  in 
prices,  average  real  benefits  declined. 

The  number  of  families  receiving  AFDC  grew  from  2.2  million  in 
1970  to  3.7  nillion  in  1984,  with  most  of  the  growth  occurring 
before  the  mid'1970s  (see  Figure  1).  O  3r  the  same  period,  however, 
the  number  of  female-headed  families  grew  from  5.6  million  to  9.9 
million.  Since  1972,  when  the  growth  in  the  number  of  AFDC  fami- 
lies tapered  ofT,  the  percentage  of  female- headed  families  receiving 
AFDC  hao  declined  almost  steadily —to  35  percent  in  1984  from  45 
percent  in  1972. 

Maximum  benefits  (to  a  family  of  four)  have  also  risen  steadily, 
but  by  much  less  than  prices  have  risen.  As  shov/n  in  Figure  2,  the 
decline  in  real  benefits  has  occurred  in  ever>  period  since  1970,  and 
has  totaled  33  percent  over  the  entire  1970-1984  period. 


407 


388 


Figure  1. 

AFDC  Families  (In  millions) 


1970 


1972 


1974 


1976 


1978 


1980 


1882 


ic:4 


SOURCE    Complied  by  Congressional  Bud^ft  Office  from  Social  SecuiiiY  Administration,  Socfil 
Security  BulKun,  Annust  SutiSVQit  Supphmenl  (1983),  p  248.  and  fronn  Social 
Security  Administration.  Monthly  Biniftt  Ststatics,  various  issues 

Figure  2. 

Increases  in  AFDC  Maximum  Benefits  and  Prices 
(Average  annual  increases  in  percent) 


1970>1975  1975-1980  1980-1984 

SOURCE    Inueases.  m  Consumei  Price  index  calculated  by  the  Congressional  Budget  Office  from 

Bureau  of  Labor  Statistics  data,  increases  in  AFDC  ber>efits  calculated  by  the  Cor>gressionai 
Budget  Office  from  Congressional  Research  Service  data 

NOTE    AFDC  benefm  are  the  maximum  benefit  for  the  median  state  foi  a  four  person  family  as  of 
July  of  each  year  Prices  are  increases  m  the  Consumer  Price  Index  for  Alt  Urban  Consumers 

The  Estimates 

Each  of  the  five  proposals  is  first  considered  separately,  assum- 
ing that  each  would  be  enacted  alone.  Then  costs  and  effects  are 
shown  assuming  enactment  of  the  full  package  of  proposals.  Be- 
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cause  of  interactions  among  the  proposals,  many  more  families 
would  become  eligible  for  AFDC  and  benefits  of  many  families 
would  be  higher  if  all  proposals  were  enacted.  Thas,  costs  of  the 
entire  package  would  be  considerably  more  than  tne  sum  of  each 
proposal's  costs. 

In  assessing  the  entire  package  of  proposals,  some  adjustments  to 
costs  are  included  that  are  not  conbidered  for  each  separate  propos 
al.  Tht  adjustments  are  much  more  important  for  the  package  of 
proposals  than  for  any  one  of  the  proposals  considered  alone.  The 
adjustments  are: 

—Higher  administrative  costs  in  the  AFDC  and  Medicaid  pro- 


--Higher  benefit  costs  in  AFDC  because  of  reduced  work  effort 

by  affected  families;  and 
—Lower  benefit  costs  in  AFDC  in  the  early  years  of  implementa- 
tion because  newly  eligible  families  would  go  onto  AFDC  only 
over  time. 

Thus,  the  numbers  of  new  families  on  AFDC  in  1986  shown  in 
these  chapters  represent  estimates  of  new  families  after  they  had 
all  come  onto  AFDC.  The  estimates  of  effects  on  poverty  and  on  re- 
gions for  1986  are  consistent  in  assuming  a  full  effect  from  the  pro- 
posals in  1986. 

Estimates  of  costs  are  shown  for  fiscal  years  1986  through  1990. 
The  estimates  assume  an  implementation  date  of  O/tober  1,  1985.' 


'  Unlebb  Otherwise  noted,  all  >earb  in  this  paper  are  fiscal  >eare  Detatb  m  tne  text,  tibiti*, 
and  figures  may  not  add  to  the  totali:  because  of  rounding. 
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CHAPTER  II.  MANDATING  A  MINIMUM  BENEFIT  LEVEL 


Benefit  levels  in  the  Aid  to  Families  with  Dependent  Children 
program  vary  significantly  among  states.  In  July  1984,  benefit 
levels  for  a  three-person  family  ranged  from  $96  In  Mississippi  to 
$558  in  Vermont  ($696  in  Alaska). 

One  way  to  reduce  these  disparities  is  to  mandate  a  minimum 
AFDC  benefit  level.  Such  a  minimum  benefit  could  be  set  in  many 
different  ways  and  at  many  alternative  levels.  The  Omnibus  Anti 
Poverty  Act  sets  the  minimum  so  that  it,  plus  the  food  stamp  bene- 
fit, would  equal  65  pe'-cent  of  the  Department  of  Health  and 
Human  Services  (DHHS)  poverty  guideline  for  each  family  size.  For 
a  family  of  three,  this  minimum  AFDC  benefit  would  be  $396  in 
1986.  The  minimum  benefits  would  increase  each  year  along  with 
the  poverty  guidelines,  which  are  adjusted  for  inflation. 

The  total  cost  of  mandating  such  a  minimum  benefit  in  AFDC  is 
estimated  to  be  $2.7  billion  in  fiscal  year  1986  (see  Table  2-1).  The 
federal  government  share  would  be  $1.3  billion  and  the  share  of 
states  and  localities,  $1.4  billion.  Costs  would  rise  significantly  over 
time  because  the  poverty  guidelines  are  projected  to  rise  with  infla- 
tion by  more  than  any  increases  in  AFDC  benefit  levels  enacted  by 
states  and  localities.  By  1990,  costs  would  total  $3.7  billion— $1.0 
billion,  or  37  percent,  more  than  in  1986, 

TABLE  2-1.-T0TAL  COSTS  OF  MANDATING  A  MINIMUM  BENEFIT  LEVEL  IN  AFDC 

(By  fiscal  year,  m  billions  of  dollars) 


1986 

1987 

1988 

1989 

1990 

stale  

  1.3 

  1.4 

1.4 

1-5 

1.5 
1.6 

1.7 

1.8 
1.9 

Total  

  2.7 

2.9 

3.2 

3.4 

'  3.7 

Note  Cost^  include  tfiose  m  the  AFDC.  Mediwtd.  and  food  Stamp  programs  Costs.  )r  savings,  for  each 
program  are  shov^'n  \u  Table  2-7 

Source  Congressional  Budget  Office 

An  estimated  41  states  would  have  to  raise  their  benefit  levels  to 
meet  the  minimum  in  1986,  although  several  would  have  to  raise 
benefit  levels  for  onl>  one  or  two  family  sizes.  About  2.4  millior 
families— including  about  three- fifths  of  those  currently  on 
AFDC-'Would  receive  higher  AFDC  benefits  with  enactment  of 
such  minimum  benefit  legislation. 
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Beneht  Levels  in  AFDC 

^  Maximum  benefit  levels  in  AFDC  are  set  by  the  states  and  local- 
ities Unlike  benefits  in  other  means-tested  programs,  they  vary 
significantly  among  states.  In  the  Food  Stamp  program,  which  pro- 
vides food  coupons  to  all  families  whose  incomes  fall  below  a  speci- 
fied level,  benefits  are  the  same  in  all  states  (except  for  Alaska  and 
Hawaii)  And  in  the  Supplemental  Security  Income  program,  which 
provides  cash  benefits  to  low  income  aged  or  disabled  individuals, 
the  federal  benefit  is  fixed  nationwide  although  states  may  supple- 
ment it. 

In  July  1984,  maximum  AFDC  benefits  for  states  ranged  from 
less  than  $100  a  month  to  more  than  $550  in  the  continental 
United  States  (see  Table  2-2).  By  region,  maximum  benefits  in  the 
West  in  July  1984  averaged  $504,  two  and  one-half  times  more 
than  the  average  benefit  of  $203  in  the  South.  Maximum  benefits 
in  the  North  Central  and  Northeast  regions  averaged  $343  and 
$427,  respectively. 

TABLE  2-2.-MAXIMUM  AFDC  BENEFITS.  JULY  1984 

[In  dollars) 

ctit<>  3-person  4-person 

  ^^^^^  lamiiy  family 


Alabama   ...        118  147 

Alaska  ZZ.  696  775 

Arizona   233  282 

Arkansas.....   164  191 

California   555  660 

Colorado   346  420 

Connecticut   546  636 

Delaware   287.  336 

District  of  Columbia   299  366 

Florida   231  273 

Georgia   208  245 

Hawaii   468  546 

Idaho   304  344 

Illinois  ,   302  368 

Indiana   256  316 

Iowa   360  419 

Kansas   373  422 

Kentucky   197  246 

Louisiana.............   ,   190  234 

Maine   360  452 

Maryland   313  375 

Massachusetts.......   396  463 

Michigan.....   372  441 

Minnesota   524  611 
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TABLE  2-2.-MAXIMUM  AFDC  BENEFITS,  JULY  1984-Continued 

(In  dol'ars] 

3-p«rson  4-person 

^"'^                                  family  family 

Mississippi                                                      96  120 

Missouri                                                       263  308 

Montana                                                       332  425 

Nebraska                                                      350  420 

Nevada                                                        228  272 

New  Hampshire                                                 378  429 

New  Jersey                                                     385  443 

New  Mexico                                                    258  313 

New  York                                                        474  566 

Nortli  Carolina                                                   202  221 

North  Dakota                                                   357  437 

Ohio                                                             276  343 

Oklahoma                                                      282  349 

Oregon                                                          368  446 

Pennsylvania                                                  350  415 

Rhode  Island                                                    479  547 

South  Carolina                                                   168  206 

South  Dakota                                                   329  371 

Tennessee                                                      138  168 

Texas                                                         148  178 

Utah                                                            363  425 

Vermont                                                       558  622 

Virginia                                                        327  379 

Washington                                                     476  561 

West  Virginia                                                   206  249 

Wisconsin                                                      533  636 

Wyoming                                                      265  310 

Median  State                                               327  376 

Source  Compiled  by  CQngrK>,vonai  Bbdget  Office  mg  data  from  Ihe  GQngress'OMl  Research  Service. 

Thebe  wide  differences  are  based  primarily  on  the  relative  de- 
sires and  capabilities  of  states  and  localities  to  assist  their  needy 
populations.  Also,  they  result  in  part  from  differences  in  the  cost- 
of-living  among  geographic  areas.  While  existing  data  on  cost-of- 
living  differences  are  not  reliable,  they  suggest  that  rural  areas 
have  a  lower  cost-of-living  than  urban  areas  and  that  the  South 
has  a  lower  cost-of-living  than  other  regions.^ 


See  Janice  Peskin.  Geographic  Pajment  Variation  In  a  Federal  Welfare  System  iTechnical 
Analysu  Paper,  Office  ol  Income  Sevuni)  Folitj,  OfTive  of  the  Assistant  Secretarj  of  Planning 
and  Evaluation,  Department  of  Health  and  Human  Services,  January  1977). 
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To  the  extent  they  do  not  reflect  the  relative  cost-of-living,  such 
wide  differences  in  AFDC  benefits  are  not  consistent  with  a  welfare 
system  that  has  horizontal  equity.  Horizontal  equity— treating 
people  in  similar  circumstances  similarly— is  often  mentioned  as  a 
goal  of  welfare  reform.  Moreover,  benefits  in  some  areas  may  be  in- 
adequate to  provide  a  subsistence  income.  On  the  other  hand,  re- 
quiring identical  benefits  in  all  geographic  areas  would  cause  wel- 
fare benefits  to  be  a  much  higher  proportion  of  earnings  in  low- 
income  states  and  localities  and  could  lead  to  large  work  disincen- 
tives. 

Mandating  a  minimum  AFDC  and  food  stamp  benefit  at  65  per- 
cent of  the  poverty  guidelines  would  remove  some,  but  not  al^  of 
the  differences  among  states  and  localities. 

Costs  and  Effects  of  the  Minimum  Benefit 

The  costs  of  mandating  an  AFDC  minimum  benefit  level  would 
depend  on  the  minimum  benefit  relative  to  the  benefit  levels  that 
would  pertain  under  current  law.  In  1986,  the  required  minimum 
benefits  for  families  with  three  and  four  persons  are  projected  to  be 
$396  and  $467  a  month  ($4,752  and  $5,604  a  year),  respectively.  The 
AFDC  minimum  benefits  plus  food  stamp  benefits  would  then 
equal  65  percent  of  the  poverty  guidelines  for  each  family  size  in 
the  year  of  the  benefit  increase  (see  Table  2-3).^ 

The  required  minimum  benefit  would  increase  each  year,  by  1990 
it  is  projected  to  be  $478  and  $562  a  month  for  families  with  three 
and  four  persons,  respectively.  The  increase  is  determined  largely 
by  the  projected  rise  in  the  poverty  guidelines,  which  are  adjusted 
annually  by  the  rise  in  the  Consumer  Price  Index  (CPI).  The  guide- 
lines are  projected  to  increase  about  4.8  percent  a  year  through 
1990,  based  on  CBO's  economic  assumptions  of  August  1984.  If  the 
CPI  rises  by  more  or  less,  the  required  minimum  benefit  would  also 
be  higher  or  lower  A  greater  rise  in  the  CPI  would  increase  costs 
of  the  minimum  benefit,  but  the  amount  of  the  increase  would 
depend  on  how  states  would  otherwise  have  altered  their  benefit 
levels  in  response  to  the  higher  rates  of  inflation. 


TABLE  2-3.-AFDC  MINIMUM  MONTHLY  BENEFIT  LEVELS  REQUIRED  IN  1986 

[In  dollars] 


hnoU  ^DC  mmimum     Food  stamp 

'  ber^frt         benefit^'  gl^l^y^ 


\  •   108  (3)  (3) 

2   337  83  420 


'The  jx>verty  sidelines  published  each  year  hy  DHHS  are  based  on  the  official  poverty 
Uiresholdfi  determined  b>  the  Bureau  of  the  Census,  The  poverty  guidehnes  for  1985  arc  aimpli. 
fications  of  the  official  1984  threshold*  H.R  4920  would  require  a  foiwaist  of  the  guideiines  so 
that  those  used  in  determining  the  AFDC  minimum  benefit  for  1986  would  actually  apply  to 
1986  For  a  descnption  of  the  guidelines  and  how  they  differ  from  the  official  poverty  thresh- 
olds,  gee  CK^rdon  M  Fisher,  The  1984  Federal  Poverty  Income  Guidehnes,"  Social  Sccunty  Bul- 
letin, vol  47  (July  1984),  pp.  24-27 
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TABLE  2-3.-AfDC  MINIMUM  MONTHLY  BENEFIT  LEVELS  REQUIRED  IN  1985 -Continued 

[In  dollars] 

AFDC  minimum     Focd  stamp 
f^™'J'^'«  benefit         benefit'  g^,. 


3.. 
4.. 

5.. 
6.. 
7.. 
8.. 
9.. 
10.. 


396 

132 

528 

467 

169 

636 

546 

199 

745 

605 

248 

853 

700 

261 

961 

764 

306 

1,070 

829 

349 

1,178 

894 

392 

1,286 

1  Undei  the  pmm^  of  H.R.  4920.  food  stamp  benefits  used  jn  :<jiculaling  ttie  minimum  benefit  would  be 
(tiK*  loi  d  family  with  income  equal  to  the  AFDC  minimum  benefit  and  with  the  M  stamp  standard  deduction. 
The  food  stamp  allotment  ano  standard  deduction  arc  projected  to  1986  using  CBO  economic  assumptions  of 
August  1984. 

2  The  DHHS  povert)  guidelines  have  been  dn/iued  tw  12  to  arrive  at  a  monthly  figure.  Tbe  guidelines  are 
projected  to  198b  using  CBO  economic  assumptions  of  August  1984. 

3|n  HR.  4920,  the  minimum  benefit  for  a  family  (AFDC  unit)  of  one  would  equal  the  difference  between 
the  pO'/erty  guidelines  for  families  of  three  and  four  (636-528=108). 


Source:  Congressional  Budget  Office. 


EFFECTS  ON  FAMIUES 

Most  of  the  costs  of  mandating  an  AFDC  minimum  benefit— $2.9 
billion  or  87  percent  of  total  additional  AFDC  costs  in  1986— would 
stem  from  the  higher  benefits  provided  to  families  currently  receiv- 
ing AFDC  (see  Table  2-4).  Some  2.2  million  currently  participating 
families  would  receive  additional  AFDC  benefits  averaging  $111  a 
month  or  $1,330  a  year.  These  affected  families  would  account  for 
60  percent  of  all  current  AFDC  families. 

The  remaining  coses  would  be  for  newly  participating  families, 
those  currently  ineligible  for  AFDC  who  would  become  eligible  be- 
cause of  the  increased  benefit  levels,  and  those  currently  eligible 
but  not  participating  who  would  participate  because  their  potential 
benefits  increased.  The  CBO  estimates,  though  with  much  uncer- 
tainty, that  these  families  would  number  about  190,000  on  an  aver- 
age monthly  basis  and  receive  AFDC  benefits  averaging  $197  a 
month  ($2,365  a  year).  Additional  program  costs  for  these  families 
would  total  $0.4  billion  a  year  in  1986. 
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TABLE  2  4  -  EFFECTS  ON  FAMILIES  OF  MANDATING  AN  AFDC  MINIMUM  BENEFIT  LEVEL, 

1986 


Total  AfCC  costs  • 

Families  affected 

Amount 
(billions  cf 
dollars) 

Percent  of 
total 

A 

Percent  of 
total 

Average 
montiiV 
benefit 
increase 

(dollars) 

Current  AFDC  families   

2.9 

87 

2.2 

92 

111 

New  families  

 4 

13 

.2 

8 

197 

Total  

3.4 

100 

2.4 

100 

118 

» Costs  are  those  in  AFDC  alone,  costs  for  Medicaid  and  Food  Stamps  are  not  included. 


Source:  Congressional  Budget  Office. 

The  estimates  of  newly  participating  families  are  uncertain  for 
two  reasons.  First,  estimating  the  number  of  families  who  would 
become  newly  eligible  is  difficult  because  the  available  data  seldom 
provide  the  detail  necessary  to  simulate  AFDC  eligibility  precisely. 
For  example,  information  on  the  asset  holdings  of  families  is  gener- 
ally unavailable  Second,  the  number  of  eligible  families  who  would 
choose  to  participate  in  AFDC  can  never  be  known  with  any  cer- 
tainty These  problems,  and  the  assumptions  used  in  the  estimates, 
are  discussed  in  more  detail  in  Chapter  VIII. 

EFFECTS  ON  POVERTY 

All  families  who  receive  AFDC  have  low  incomes,  and  most  are 
poor  based  on  official  poverty  thresholds  and  other  measures  pub- 
lished by  the  Bureau  of  the  Census.  This  section  looks  at  the  im- 
pacts of  mandating  a  minimum  AFDC  benefit  on  poverty  among 
families  affected  by  the  proposal  and  among  all  families  with  chil- 
dren. 

Mandating  a  minimum  benefit  would  raise  the  incomes  of  1.9 
million  poor  families— and  also  0.8  million  nonpoor  families,  as  dis- 
cussed below— and  would  move  an  estimated  0.1  million  families 
out  of  poverty  (see  Table  2-5).  As  a  result,  the  poverty  rate  for  poor 
families  affected  by  the  proposal  would  decline  by  5.6  percent— 
from  70.8  percent  to  66.8  percent.  More  than  two-thirds  of  the  fami- 
lies that  would  be  affected  by  the  proposal  would  be  poor. 
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TABLE  2-5.-ESTIMATED  EFFECTS  ON  POVERTY  OF  MANDATING  AN  AFDC  MINIMUM 
BENEFIT  LEVEL,  1986 

Poveity  status  of  families  Poverty  status  of  a!i  famlLes 
affected  by  the  proposal »  with  children  ^ 


Poor     Nonpoor    Total      Poor     Nonpoor  Total 


Before  Mandating  a  Minimum  Benefit 

Number  of  families  (millions)   1.9     0.8     2.7     5.7    26.9  32.6 

Percent   70.8    29.2   100.0    17.5    82.5  100.0 

Poverty  gap  (billions  of  dollars)   9.3    9.3    24.8   24.8 

After  Mandating  a  Minimum  Benefit 

Number  of  families  (millions)   1.8     0.9     2.7     5.6    27.0  32.6 

Percent   66.8    33.2   100.0    17.2    82.8  lOO.O 

Poverty  gap  (billions  of  dollars)   6.6    6.6    22.1    22.1 

Change 

Number  of  families  (millions)   --0.1     0.1   -0.1  0.1  

Percent   -5.6    13.6   -1.9  0.4  

Poverty  gap  (billions  of  dollars)          -2.7   -2.7  -2.7   -2.7 

Percent  -29.0   -29.0  -10.8  -10.8 

'  Numt)eis  of  families  are  those  on  AFDC  at  any  time  dunng  the  yeai,  Beuuse  some  families  affected  by  the 
proposal  are  on  AFDC  onI>  part  of  the  year,  the  number  of  families  shown  here  (2  7  million)  is  greater  than 
the  2.4  million  on  an  average  monthly  basis  shown  in  Table  2-4. 

^  Foi  all  families  with  children,  poverty  counts  and  rates  befoie  mandating  a  minimum  benefit  level  are 

published  estimates  foi  1982.  See  Department  of  Commerce,  Buieau  of  the  Census,  "Characlcnstics  of  the 

Population  Below  the  Poverty  Level  1982'  vCuirent  Population  Reports.  Consumei  Income,  Series  P-6C,  Ho. 
144,  March  1984). 

Source:  Congressional  Budget  Office. 

The  poverty  gap,  a  measure  of  how  much  additional  income  poor 
families  would  need  for  their  incomes  to  equal  their  poverty 
thresholds,  would  decline  significantly  with  a  required  minimum 
benefit— by  $2.7  billion,  or  29  percent,  for  those  families  affected  by 
the  propose...  Almost  80  percent  of  the  cost  of  the  minimum  benefit 
would  go  to  reducing  the  poverty  gap. 

Not  all  of  the  increased  AFDC  benefits  from  the  proposal  would 
go  to  reducing  the  poverty  gap  for  two  reasons.  First,  even  though 
an  affected  AFDC  family  were  poor,  only  a  portion  of  the  AFDC 
benefit  /nl^nt  be  needed  to  raise  the  family's  income  to  the  poverty 
threshold.  For  example,  assume  that  a  family  has  an  annual 
income  $50  below  their  poverty  threshold,  if  this  family  were  to  re- 
ceive $100  in  annual  benefits,  only  the  first  $50  would  go  to  reduc- 
ing their  poverty  gap,  and  any  remaining  benefits  would  simply 
move  the  family  further  above  their  poverty  threshold.  Second, 
income  is  measured  differently  for  calculating  poverty  status  than 
for  figuring  AFDC  benefits.  Poverty  estimates  are  based  on  annual 
income  whereas  AFDC  benefits  are  based  on  monthly  income.  Fam- 
ilies affected  by  the  proposal  would  probably  be  poor  during  the 
months  they  were  receiving  AFDC.  During  other  months  of  the 
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year,  however,  incomes  of  some  families  would  be  too  high  for 
them  to  be  eligible  for  AFDC;  in  this  instance,  their  annual  in- 
comes could  exceed  the  poverty  threshold.  In  addition,  income  of 
all  famil>  members  sharing  a  household  is  used  for  calculating  pov- 
erty status,  while  only  the  income  of  the  AFDC  family  is  counted 
for  figuring  AFDC  benefits.  Thus  an  AFDC  family  may  be  part  of  a 
larger  family  that  is  not  poor  by  Census  poverty  measures. 

Mandating  the  minimum  benefit  would  cause  the  poverty  rate 
for  all  families  with  children  to  decline  from  17.5  percent  to  17.2 
percent.  A  more  significant  decline  would  occur  in  the  poverty  gap, 
which  would  fall  from  $24.8  billion  to  $22.1  billion,  a  10.8  percent 
reduction. 

Estimates  of  the  effects  on  poverty  of  mandating  a  minimum 
benefit  are  broad  indicators  only.  The  estimated  effects  on  poverty 
were  based  on  1982  poverty  thresholds  and  incomes.  These  effects 
were  then  adjusted  to  reflect  the  estimated  costs  and  effects  of  the 
minimum  benefit  proposal  in  1986,  as  discussed  in  Chapter  VIII. 


The  effects  of  mandating  minimum  AFDC  benefits  would  vary 
sharply  among  the  regions.  The  proposal  would  have  its  major 
effect  in  the  South,  where  current  AFDC  benefits  are  relatively 
low.  Every  state  in  the  South  would  have  to  raise  its  benefits.  Also, 
65  percent  of  costs  would  be  in  the  southern  states,  where  AFDC 
benefits  would  have  to  be  raised  an  average  of  $176  a  month,  or 
$2,110  a  year  (see  Table  2-6). 


EFFECTS  ON  REGIONS 
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TABLE  2-6.-EFFECTS  OF  MANDATING  AN  AFDC  MINIMUM  BENEFIT  LEVEL,  BY  REGION  IN  1986 ^ 


States  affected  Total  AFDC  costs  Cuirent  AFDC  families  affected 


N^ybenn        Nurnber        (ftnfof     Percent  of  total      .Jfi      Percent  of  total  SiS 
region  affected         ^1^1,3^5)  mm)  in  region  ^^^^^f^^ 


North  Central   12  10          0.8  27  0.9  40  84  76 

Northeast                                9  6           .1  5           .3  15  39  38 

17  17      1.9  «      .9  4i  m  m 

West  13   8^  1  3            .1  4  13   80 

Total                                51  41           2.9  100  2.2  100  61  111 


» Regional  effects  are  available  only  for  current  AFDC  families.  o     n  .»     ^  ur  ^ 

2  North  Central-IIIinoiS  Indiana,  Iowa,  Kansas,  Michigan,  Minnesota,  Missouri  Nebraska,  Nortti  Dakota,  Otiio,  Soutti  Dakota,  ana  v/isconsin.  oo 
Northeast-Connecticut.  Maine.  Massachusetts.  New  Hampshire,  New  Jersey,  Ne^  York.  Pennsylvania  Rhode  Island,  and  Vermont 

South-Alabama,  Arkansas,  Delaware,  District  ot  Columbia,  Fionda,  Geoigia,  Kentucky,  Louii^iana,  Maryland,  Mississippi,  North  Carolina.  Oklahoma.  South  Carolina.  Tennessee,  Texas, 
^'^'"fel— A!aL!!'to    California,  Colorado.  Hawaa,  Idaho,  Montana.  Nevada.  New  Mexico,  Oregon,  Utah,  V/ashington,  and  Wyoming 
Source:  Congressional  Budget  Office. 


413 


ERIC 


399 


The  North  Central  region  would  also  be  affected  significantly,  ac- 
counting for  27  percent  of  the  proposals  costs.  About  84  percent  of 
the  families  participating  in  AFDC  in  that  region  would  have  their 
benefits  raised  by  an  average  $76  a  month  ($910  a  year).  The 
Northeast  and  West  together  would  account  for  only  8  percent  of 
the  proposal's  costs. 

EFFECTS  ON  FOOD  STAMPS  AND  MEDICAID 

When  AFDC  benefits  are  changed,  costs  in  the  Food  Stamp  and 
Medicaid  programs  are  often  automatically  affected.  In  the  Food 
Stamp  program,  AFDC  benefits  are  counted  as  income  of  partici- 
pating families,  as  their  AFDC  benefits  rise,  their  food  stamp  bene- 
fits fall.  In  Medicaid,  families  are  automatically  eligible  if  they  are 
on  AFDC;  thus,  families  who  would  participate  in  AFDC  for  the 
first  time  might  become  new  Medicaid  recipients, 

TABLE  2-7.- -TOTAL  COSTS  OF  MANDATING  AN  AFDC  MINIMUM  BENEFIT  LEVEL,  BY 

PROGRAM 

(By  fiscal  year,  in  billions  of  dollars] 


1986    1987    1988    1989  1990 


Federal  costs: 

AFDC                                          2.1  2.3  2.5  2.7  2.9 

Food  Stamps                                -.9  -1.0  -1.1  -1.2  -1.3 

Medicaid                                      .1  ,i  .2  ,2  .2 

Subtotal  _1.3  1.4  1.5  1.7  1.8 

State  costs: 

AFDC                                         1.3  1.4  1.5  1.6  1.8 

Food  Stamps  

Medicaid                                     .1  .1  .i  .i  'j 

Subtotal  _J.4  1.5  L6  1.8  1.9 

Total  costs: 

AFDC                                         3.4  3.7  4.0  4.3  4.7 

FoodStarr^pb                                -.9  -1.0  -1.1  -1.2  -1.3 

Medicaid                                        .2  .2  .3  .3  .3 

Total                                       2.7  2.9  3.2  3.4  3.7 


Source:  Congressional  Budget  Office. 

As  a  result  of  these  changes  in  the  Food  Stamp  and  Medicaid 
programs,  total  costs  of  mandating  an  AFDC  minimum  benefit 
would  be  less  than  AFDC  costs  alone  (see  Table  2-7).  Total  AFDC 
costs  in  1986  are  estimated  to  be  $3.4  billion.  Savings  in  food 
stamps  are  estimated  to  be  $0.9  billion,  about  80  percent  of  AFDC 
families  receive  food  stamps,  and  each  added  dollar  of  AFDC  re- 


419 


400 


duces  food  stamp  benefits  by  approximately  34  cents  on  average 
($3.4x0.8x0.34=$0.9).3 

Costs  in  Medicaid  are  estimated  to  be  $0.2  billion  in  1986.  Of  the 
190,000  new  AFDC  families,  72  percent  are  estimated  to  be  new  re- 
cipients of  Medicaid.  Because  families  with  high  medical  expendi- 
tures may  be  eligible  for  Medicaid  in  some  states  even  if  their  in- 
comes are  too  high  to  receive  AFDC,  some  of  the  new  AFDC  fami- 
lies—an estimated  28  percent— would  have  already  been  receiving 
Medicaid.  This  percentage  is  relatively  low  because  many  of  the 
southern  states  do  not  have  these  programs  for  the  "medically 
needy."  For  each  new  Medicaid  family,  the  Medicaid  cost  is  esti- 
mated to  average  $1,640  in  1986.  This  cost  assumes  that  these  fami- 
lies are  relatively  healthy,  with  Medicaid  costs  about  80  percent  of 
the  average  cost  for  all  Medicaid  families."*  The  cost  has  been  cal- 
culated by  region  because  Medicaid  costs  vary  significantly  by 
region,  as  does  the  impact  of  the  minimum  benefit  proposal. 

Federal  and  state  shares  of  the  total  costs  differ  by  program.  In 
both  AFDC  and  Medicaid,  financing  is  shared  by  federal,  state,  and 
local  governments.  For  the  states  affected  by  the  minimum  AFDC 
benefit  provision  in  1986,  the  federal  share  of  costs  would  average 
62  percent  and  the  state  share,  38  percent.  The  federal  share  would 
be  higher  than  the  average  for  all  states  (54  percent)  because  the 
affected  states  have  lower  incomes,  resulting  in  higher  federal  fi- 
nancing shares.  Food  stamp  benefits,  however,  are  financed  in  full 
by  the  federal  government,  although  administrative  costs  are 
shared  equally  by  the  states  and  the  federal  government. 


The  effects  of  mandating  an  AFDC  minimum  benefit  are  quite 
sensitive  to  the  level  of  the  minimum  benefit.  Using  60  percent  or 
70  percent  of  poverty  guidelines  to  establish  the  minimum  benefit, 
rather  than  65  percent,  would  significantly  change  both  program 
costs  and  the  number  of  affected  families.  For  a  family  of  three, 
the  required  minimum  monthly  AFDC  benefits  '.vould  be  $338  at  60 
percent,  and  $454  at  70  percent,  compared  with  $396  at  65  percent 
(see  Table  2-8). 

In  1986,  t^tal  AFDC  costs  would  be  $2.0  billion  with  the  60  per- 
cent alternative  and  $5.1  billion  with  the  70  percent  alternative— a 
decrease  of  $1.4  billion  and  an  increase  of  $1.7  billion,  respectively, 
compared  with  the  65  percent  proposal.  By  1990,  the  differences 
would  be  larger  still,  because  of  expected  inflation  over  the  5-year 
period  (see  Table  2-9).  Total  costs  for  each  alternative  would  be  less 
than  AFDC  costs  alone  because  savings  in  the  Food  Stamp  program 
would  be  much  larger  than  additional  costs  in  Medicaid. 


Focxi  Stamp  benefiU  are  reduced  b>  30  cents  for  each  added  dullai  of  AFDC.  In  addition,  for 
bom*:  families  the  highet  AFDC  iriLomes  lowei  the  deduction  fot  ^heltet  cOsta  in  excess  of  50 
ptsrceni  of  court  table  income  Taking  auLouni  of  th  ib  sheltet  deduaion.  food  stamp  benefits  de> 
cline  by  about  34  cents  on  average  for  all  AFDC  families. 

*  Families  newl>  eligible  foi  AFDC  would  have  othei  incoTic,  often  earnings.  Families  with  a 
parent  wutking  would  probabljr  have  lowet  than  average  Medicaid  coi>t^,  because  either  the 
famib  members  would  be  healthier  thus  enabling  the  parent  tv  work  ot  the  job  would  pro> 
vide  health  insurance. 


Alternative  Minimum  Benefit  Levels 
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TABLE  2-8.-ALTERNATIVE  AFDC  MINIMUM  MONTHLY  BENEFIT  LEVELS  REQUIRED  IN  1986 

(In  dollars] 

^  ,                          60  percent  of     65  percent  of     70  percent  of 
Family  size  poverty  poverty  poverty 
 guideline         guideline  guideline 

1'   100  108  117 

2   291  337  383 

3   338  396  454 

4   397  467  537 

5   464  546  628 

6   511  605  699 

7   594  700  805 

8   647  764  882 

9   700  829  959 

10   753  894  1,035 

Mn  H  R  4920,  the  minimum  l)enefit  for  a  family  (AFDC  unit)  of  one  would  equal  the  difference  t)etween 
the  poverty  guidelines  for  families  of  three  and  four  (636-528=108). 

Source:  Congressional  Budget  Office. 

About  1.7  million  AFDC  families  residing  in  33  states  would  be 
affected  under  the  60  percent  option,  2.6  million  residing  in  43 
states  would  be  affectedf  under  the  70  percent  option  (see  Tab!e  2- 
10)  The  65  percent  option  would  affect  2.4  million  families  in  41 
states  Raising  the  minimum  benefit  from  60  percent  to  65  percent 
would  affect  an  additional  0.6  million  current  AFDC  families,  but 
raising  the  minimum  from  65  percent  to  70  percent  would  affect 
only  an  additional  0.1  million.  Conversely,  monthly  average  benefit 
increases  and  AFDC  costs  would  be  altered  more  by  raising  the 
percentage. 

TABLE  2-9  -  AFDC  COSTS  OF  MANDATING  ALTERNATIVE  AFDC  MINIMUM  BENEFIT  LEVELS 

[By  fiscal  year,  in  billions  of  dollars] 


1986  1987 

1988 

1989 

1990 

60  Percent  of  Poverty  Guideline 

Federal  

  1.3  1.4 

1.5 

1.7 

1.8 

State  

 7  .8 

.9 

.9 

1.0 

Total  

  2.0  2.2 

2.4 

2.6 

2.8 

65  Percent  of  Poverty  Guideline 

Federal  

  2.1  2.3 

2.5 

2.7 

2.9 

State  

  1.3  1.4 

1.5 

1.6 

1.8 

Total  

  3.4  3.7 

4.0 

4.3 

4.7 

70  Percent  of  Poverty  Guideline 

Federal  

  3.1  3.4 

3.7 

4.0 

4.3 
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TABLE  2-9.-AFOC  COSTS  OF  MANDATING  ALTERNATIVE  AFDC  MINIMUM  BENEFIT 
LEVELS-Continued 

(6y  fiscal  ytar,  in  billions  of  dollars] 


1986 

1987 

1988 

1989 

1990 

State  

  2.0 

2.2 

2.4 

2.5 

2.7 

Total  

  5.1 

5.6 

6.0 

6.5 

7.0 

Note.  Costs  are  those 

in  AFDC  alone,  costs  for  Medicaid 

and  Food 

Stamps 

are  not 

included. 

Source:  Congressional  Budget  Office. 


Setting  the  minimum  benefit  at  60  percent  of  the  DHHS  poverty 
guidelines  would  have  approximately  half  the  impact  on  poverty  as 
would  a  minimum  set  at  65  percent.  The  poverty  gap  would  be  re- 
duced b^v  $1.6  billion,  half  as  many  families  would  be  moved  out  of 
poverty,  for  a  1.0  percent  reduction  in  the  poverty  rate  for  all  fami- 
lies with  children  (see  Table  2-11).  With  the  70  percent  option,  the 
poverty  gap  would  be  reduced  by  $3.9  billion,  the  reduction  in  the 
poverty  rate  for  all  families  with  children  would  be  3.6  percent, 
almost  double  the  reduction  with  the  65  percent  option.  Some  78 
percent  of  the  cost  of  the  70  percent  option  would  go  to  reducing 
the  poverty  gap,  compared  with  81  percent  for  the  60  percent 
option  and  79  percent  for  the  65  percent  option. 

TABLE  2-10.-EFFECTS  ON  FAMILIES  OF  MANDATING  ALTERNATIVE  MINIMUM  BENEFIT 

LEVELS,  1986 


Families  affctled  Average  monliily 

(miilionsj  benefit  increase 

Option    (dollars) 

Current     New  Current  New 


60  percent  of  poverty  guideline.......   16     0.1      89  195 

65  percent  of  poverty  guideline.....   2.2      .2     111  197 

70  percent  of  poverty  guideline...   2.3      .3     160  208 


Source:  Congressional  Budget  Office 
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TABLE  2-11.-ESTIIVIATED  EFFECTS  ON  POVERTY  OF  MANDATING  ALTERNATIVE  MINIMUM  BENEFIT  LEVELS,  1986 


60  percent  of  poverty  guideline 


Poverty  status  of  families  affected    Poverty  status  of  ali  families  with 
by  the  proposal  *  children « 


Poor      Nonpoor     Total       Poor      Nonpoor  Total 


70  percent  of  poverty  guideline 


Poverty  status  of  families  affected    Poverty  status  of  all  families  with 
by  the  proposal »  children  ^ 


Poor      Nonpoor     Total       Poor      Nonpoor  Total 


Before  Mandating  a  Minimum  Benefit 

Number  of  families  (millions)           1.4      0.5      1.9      5.7     26.9     32.6      1.9      0.8      2.8      5.7  26.9  32.6 

Percent                            73.3     26.7    100.0      17.5     82.5    100.0     69.9     30.1     100.0      17.5  82.5  lU.O 

Poverty  gap  (billions  of  dollars)         7.4   7.4     24.8    24.8      9.0    9.0     24.8    24.8 

After  Mandating  a  Minimum  Benefit 

Number  of  families  (millions)           L3      0.6      19      5.6     27.0     32.6      1.7      1.0      2.8      5.5  27.1  32.6 

Percent                            70.3     29.7    100.0     17.3     82.7    100.0     62.6     37.4    100.0     16.9  83.1    100.0  ^ 

Poverty  gap  (billions  of  dollars) ....     5.8   5,8     23.2    23.2      5.1    5.1     20.8    20.8 

Change 

Number  of  families  (millions)         ^0.1      0.1    -0.1      0.1    -0.2      0.2    -0.2  0.2   

Percent   -4.1      11.2    -1.0       .2    -10.5     24.4    -3.6  .8   

Poverty  gap  (billions  of  dollars)       -1.6             -1,6    -1.6             -1.6    -3.9             -3.9    -3.9   -3.9 

Percent   -22.0    -22.0    -6.6    -6.6   -43.6    -43.6  -15.9    -15.9 

'  Numbei^  ui  lamiueb  aie  iho^^e  </u  AfDC  any  om  dyiing  the  yeai.  Beuu^  Mime  {amiiteb  affected  by  ihe  piopo&ai  ate  on  AFOC  only  part  of  the  yeai,  the  numbers  of  lamiites 
shown  here  are  greater  than  tho$e  on  an  average  monthly  basis  shown  m  Table  2-10. 

^  foi  ail  lamihe;>  with  Mim,  poveitv  ujiinto  and  ,ate:>  betoie  mandating  a  minimum  Oenefil  ievei  aie  publistied  estimates  loi  i98Z.  See  Department  ul  Commerce,  Bureau  of  (he 
Census,  "Characten^jtics  of  the  Population  Below  ik  Poverty  Level.  1982'  ^Current  Population  Reports,  Consumer  Income,  Series  P-60,  No,  144,  March  1984). 

Source:  Congressional  Budget  Office. 
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CHAPTER  III.  EXTENDING  BENEFITS  TO  TWO-PARENT 

FAMILIES 

Two-parent  families  are  currently  eligible  for  Aid  to  Families 
with  Dependent  Children  only  if  their  piincipal  earner  is  unem- 
ployed or  works  fewer  than  100  hours  a  month  and  If  they  live  in  a 
state  that  has  an  AFDC-unemployed  parent  (UP)  program.  The 
Omnibus  Anti-Poverty  Act  would  require  states  to  extend  benefits 
to  all  two-parent  families  whose  incomes  were  low  enough  to  qual- 
ify for  AFDC,  and  would  increase  the  federal  financing  share  to  75 
percent  for  payments  to  all  two-parent  families. 

ITie  total  cost  of  extending  benefits  to  two-parent  families  is  esti- 
mated to  be  $1.5  billion  in  1986  (see  Table  3-1).  Most  of  the  cost 
would  be  borne  by  the  federal  government  because  of  the  increase 
in  the  federal  financing  share.  An  estimated  450,000  two-parent 
families  would  become  eligible  and  begin  to  participate. 


TABLE  3-1.-T0TAL  COSTS  OF  EXTENDING  AFDC  BENEFITS  TO  TWO-PARENT  FAMILIES 

[6y  fiscal  year,  in  billions  of  dollars] 


1986 

1987 

1988 

1989 

1990 

Federal  

1.3 

1.3 

1.4 

1.4 

1.4 

Stale  

 2 

.2 

 3 

.3 

.4 

Total  

1.5 

1.5 

1.6 

1.7 

1.8 

Note.  Costs  include  those  in  the  AFDC,  Medicaid,  food  Stamp,  and  Geneial  Assfstance  programs  Costs,  or 
savings,  for  each  program  are  shown  in  Table  3-5 

Source  Congressional  Budget  Office. 


Aid  to  Two-Parent  Families  in  AFDC 

Only  single-parent  families  were  originally  eligible  for  AFDC, 
unless  the  second  parent  was  incapacitated.  Since  1961,  however, 
states  have  been  permitted  to  give  AFDC  to  two-parent  families  in 
which  a  parent  is  unemployed  or  works  fewer  than  100  hours  a 
month.  Twenty-four  states  and  the  District  of  Columbia  now  pro- 
vide benefits  to  UP  families.^  In  fiscal  year  1984,  285,000  UP  fami^ 
lies  received  benefits  averaging  $468  each  month.  The  UP  families 
accounted  for  7.7  percent  of  all  Ai*'DC  families  in  1984. 

Two-parent  working  families  and  many  two-parent  unemployed 
families  with  low  incomes  are  excluded  from  AFDC  (and  from  Med- 


'  The  sjtatea  th^t  nuw  provide  UP  benefits  are  California,  Colorado,  Connecticut,  Delaware, 
Di:?iria  ol  Cviumbia.  il  iwaii,  IliinuiJ?,  Iowa,  Kansab,  Maine,  Maryland,  Maj>i>achuseM3,  Michigan, 
Minnebvla,  Missouri,  Nev/i'ifka,  New  Jerbe>,  New  York,  Ohio,  Fenn&>>Uania,  Rhcje  Island,  v'er 
mont,  Washington,  West  Virginia,  and  Wisconsin 
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icaid,  which  uses  the  same  categorical  eligibility  criteria  as 
AFDC).^  Thus,  single-parent  families  in  some  states  can  have 
higher  incomes  from  welfare  than  two-parent  families  have  from 
work,  creating  both  inequities  and  incentives  for  families  to  split. 

Under  H.R.  4920,  AFDC  benefits  would  be  extended  to  all  two- 
parent  families  whose  incomes  were  low  enough  to  qualify  for  the 
program.  All  requirements  relating  to  unemployment,  hours  of 
work,  or  previous  labor  force  attachment  would  be  abolished. 
States  would  be  allowed  to  set  benefitb  below  those  given  to  single- 
parent  families  but  not  below  the  required  minimum  benefit  (dis- 
cussed in  the  preceding  chapter).  States  would  also  be  allowed  to 
limit  benefits  to  as  few  as  6  months  of  each  year  and  to  set  stricter 
work  requirements  for  two-parent  than  for  single-parent  families. 

The  federal  financing  share  for  payments  to  two-parent  families 
would  be  set  at  75  percent  or  at  current  law  if  current  law  were 
greater  than  75  percent.  Currently,  the  federal  financing  share 
may  be  as  low  as  50  percent.  States  that  now  have  UP  programs 
would  thus  have  their  expenditures  for  these  programs  reduced, 
they  could  have  lower  or  higher  costs  following  expansion  of  bene- 
fits to  all  two-parent  families.  States  that  currently  do  not  have  UP 
programs  would  have  added  costs  equal  to  25  percent  of  payments 
to  two-parent  families. 

Costs  and  Effects  of  Extending  Benefits  to  Two-Parent 

Families 

Because  of  the  flexibility  given  to  states  in  H.R.  4920  in  the  set- 
ting of  benefit  duration  and  amounts  for  two-parent  families,  costs 
cannot  be  known  precisely.  In  estimating  costs,  CBO  has  assumed 
that  states  would  give  the  same  benefits  to  two-parent  families  as 
those  given  to  single-parent  families  under  current  law.  In  a  later 
chapter  on  interactions  among  H.R.  4920  s  provisions,  the  cost  of 
extending  benefits  to  two-parent  families  using  the  required  mini- 
mum benefit  is  discussed. 

For  purposes  of  its  cost  estimates,  CBO  has  assumed  that  states 
*vould  provide  benefits  to  new  two-parent  families  for  only  6 
months,  the  minimum  required  in  the  bill,  but  that  sUttes  with  UP 
programs  now  would  continue  to  provide  benefits  to  UP  families 
for  12  months.  Some  states  might  choose  to  give  two-parent  fami- 
lies benefits  for  more  than  6  muuLhs,  which  could  add  considerably 
to  costs.  For  example,  if  all  states  were  to  give  benefits  for  12 
months  of  each  year,  AFDC  costs  in  1986  would  rise  from  $1.1  bil- 
lion to  $1.9  billion.  On  the  other  hand,  states  that  now  have  UP 
programs  would  have  to  provide  similar  benefits  to  all  two-parent 
families,  possibly  leading  to  a  limitation  in  benefits  to  UP  families 
to  fewer  than  12  months,  reducing  costs  somewhat. 

effects  on  families 

All  of  the  families  affected  by  the  extension  of  AFDC  benefits  to 
two-parent  families  would  be  newly  eligible  and  participating  fami- 
lies. Juot  under  450,000  new  families  would  receive  an  totimated 


*  While  the  adults  in  twtr^pareni  familti^  «.annui  n'<,»:ivi«  Mediv^jd.  H^mt«  of  the  children  can 
under  current  law 
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$199  a  month  on  average  over  the  year,  or  $2,390  for  the  year  (see 
Table  3-2;.  For  the  six  months  during  which  the>  were  assumed  to 
receive  AFDC,  their  monthly  benefits  would  average  $397.  As  was 
true  for  the  minimum  benefit  provision,  there  is  considerable  un- 
certainty in  estimating  the  number  of  newly  eligible  and  partici- 
pating families,  and  this  is  even  more  the  case  for  two-parent  than 
for  single-parent  families,  as  is  discussed  in  Chapter  VIII. 


TABLE  3-2.  EFFECTS  ON  FAMILIES  OF  EXTENDING  AFDC  BENEFITS  TO  TWO-PARENT 

FAMILIES,  1986 


Families  affected  * 

Average  monthly 
Number  (millions)    benefit  increase  ^ 
(dollars) 

  0.4  199 

'  Some  01  iw^t  lmUi>  wojid  lece.ve  leduied  G^neial  Ai>5>ii>tdnu.  par{jaii>  offsetting  the  increased  AFOC. 
^  families  are  3Si>'jmed  to  receive  an  a^^'erage  $397  a  montii  lor  sjx  months,  oi  $189  a  month  averaged  over 
12  months 


Source  Congressional  Budget  Office 


EFFECTS  ON  POVERTY 

Extending  benefits  to  two-parent  families  would  raise  the  in- 
comes of  O.G  million  poor  families  (see  Table  3-3).  The  poverty  gap 
for  two-parent  families  affected  b>  the  proposal  would  decline  by 
21.0  percent,  from  $3.8  billion  to  $2.9  billion.  The  poverty  rate  for 
these  0.9  million  families  affected  b>  the  proposal  would  decline  6.2 
percent— from  61.3  percent  to  57.6  percent.  Because  most  of  the 
families  affected  b>  the  proposal  would  have  incomes  part  of  the 
year,  their  poverty  gaps  and  poverty  rates  would  tend  to  be  lower 
than  for  AFDC  families  in  general.  For  all  families  with  children, 
the  poverty  rate  would  decline  by  0.6  percent.  Their  poverty  gap 
would  decline  by  3.3  percent. 

EFFECTS  ON  REGIONS 

The  number  of  families  affected  would  be  distributed  fairly 
evenl>  among  the  regions.  The  Northeast  with  20  percent  would 
have  the  fewest  and  the  West  with  30  percent,  the  most  (see  Table 
3-4^.  But  costb  in  AFDC— both  federal  and  state— would  be  distrib- 
uted less  evenly  because  of  the  variation  among  regions  in  average 
benefit  levels.  The  South,  where  benefits  are  low,  would  account  for 
12  percent  of  costs  and  the  West,  where  benefits  are  high,  for  39 
percent. 
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TABLE  3-3.-ESTIMATED  EFFECTS  ON  POVERTY  OF  EXTENDING  AFDC  BFNEflTS  TO  TWO^ 

PARENT  FAMILIES,  1986 

Poverty  status  of  families  affected    Poverty  status  of  all  families  with 
by  the  proposal  *  children  2 

   Poor      l^onpoor      Total       Poor      Konpoor  Total 

Before  Extending  Benefits 

Number  of  families  {millions) ....     0.5      0.3      0.9  5.7     26.9  32.6 

Percent                          61.3     38.7    100.0  17.5     82.5  100.0 

Poverty  gap  (billions  of 

dollars)                        3.8                 3.8  24.8    24.8 

After  Extending  Benefits 

Number  of  families  (millions)  5       .4       .9  5.7     26  9  32.6 

Percent                          57.6     42.4    100.0  17.4     82.6  100.0 

Poverty  gap  (billions  of 

dollars)                        2.9                 2.9  24.0    24.0 

Change 

Number  of  families  (millions) ....     (^)      (^)   {»)  («)  

Percent                        -6.2      9.8   -.6  .1  

Poverty  gap  (billions  of 

dollars)                       -.8              -.8  -.8   -.8 

Percent                       -21.5             -21.5  -3.3   -3.3 

'  Numbers  of  famihe^  aie  thoi>e  on  AFDC  at  any  time  hmg  itie  yeai  Because  some  families  affected  by  the 
proposal  are  on  AFDC  only  part  of  the  year,  the  number  of  families  shovvn  here  iC.9  million)  is  greater  than 
the  0.4  mWlm  on  an  average  monthly  basis  shown  in  Table  3-2, 

'  Foi  all  families  with  cntidren,  poverty  counts  and  rates  befoie  extending  benefits  lo  two-parent  families  arc 
published  estimates  for  1982  See  Department  of  Commerce,  Bureau  oi  the  Census.  Characteristics  of  the 
Population  Beloift/  the  Poverty  Level  1982*  (Current  Population  Reports^  Copsumei  Income.  Series  P-60.  No, 
144.  March  1984) 

^  Less  than  50.000  families 

Source  Congressional  Budget  Office 

TABLE  3-4.-EFFECTS  OF  EXTENDING  AFDC  BENEFITS  TO  TWO  PARENT  FAMILIES,  BY 

REGION  IN  1986 

Total  AFDC  costs  Families  affected 


Region' 

Perwnt  of 
total 

(m.il  ons) 

Percent  of 
total 

Average 
montlily 
benefit 
increase 

North  Central  

Norttieast  

South  

West  

$0.3 
.2 
.1 

 4 

28 
22 
12 

 39 

0.1 

.1 
.1 
.1 

26 
20 
24 
30 

$212 
217 
99 
256 

Total  

1.1 

100 

.4 

100 

199 

'  North  Central  Illinois,  Ind'ana,  Iowa,  Kansas.  Michigan,  Minrcscu,  Wti^uii.  NebiasKa.  No^th  Dakota,  Ohio, 
Suuth  Dakota,  and  V/jswnsm,  Northeast  ConneU^^ut,  Md>ne,  Mai^M'^hus-^tts,  New  H<impbhi)e,  New  Jeriev.  New 
York,  Pennsylvania,  Rhode  Island,  and  Verjr.onl,  South -Alabama,  Arl-^nsas,  Delaware.  District  of  Columbia, 
Floiida.  Georgia,  Kentucky.  Louis^and,  Maryland,  Miss^ss'ppj,  North  Caiolina.  OKiahoma,  Suuth  Caroi.na.  Tennessee, 
Texas.  Virgjn'3,  and  V/est  Virginia.  V/est  A'asKa,  Auim,  Califoin-a.  Coloiado,  Ha^au,  Idaho,  f»!ontana,  Nevada, 
New  Kexrco,  Oregon,  Utah.  Washington,  and  ViVommg.  . 

O    Source:  Congressional  Budget  Office, 
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The  portion  of  costs  financed  by  each  state  would  vary  consider- 
ably. Because  of  the  increased  federal  financing  share,  states  who 
now  have  a  UP  program  could  save.  States  who  do  not  have  a  UP 
program  would  have  higher  expenditures.  Man>  of  these  states  are 
in  the  southern  and  western  regions.  Moreover,  all  states  would 
have  higher  Medicaid  expenditures,  although  they  would  save  in 
their  General  Assistance  programs. 

EFFECTS  ON  FOOD  STAMPS,  MEDICAID,  AND  GENERAL  ASSISTANCE 

Adults  in  two-parent  families,  and  many  of  their  children,  are 
not  eligible  for  Medicaid  unless  they  are  UP  families  living  in 
states  with  an  AFDC-UP  program.  With  eligibility  for  AFDC,  those 
people  in  the  new  two-parent  families  not  currently  receiving  Med- 
icaid would  now  become  eligible.  These  families  were  assumed  to 
receive  AFDC  and  Medicaid  for  only  6  months  of  each  year.  How- 
ever, their  benefits— and  Medicaid  costs-- would  be  higher  if  they 
could  reschedule  some  of  their  health  expenditures  to  take  place 
during  the  six  months  they  were  on  Medicaid.  Some  additional 
families  not  receiving  AFDC  would  become  eligible  for  the  medical- 
ly needy  program,  which  uses  the  same  categorical  eligibility  crite- 
ria as  regular  Medicaid,  adding  16  percent  to  Medicaid  costs  of  the 
proposal. 

Resulting  Medicaid  costs  are  estimated  to  be  $0.8  billion  in  1986, 
rising  to  $1.0  billion  in  1990  (see  Table  3-5).  If  states  were  to  pro- 
vide benefits  to  all  two-parent  families  for  a  full  12  months--in- 
stead  of  for  six  months— Medicaid  costs  would  rise  to  $1.6  billion  in 
1986  and  $2.0  billion  in  1990. 

TABLE  3-5. -TOTAL  COSTS  OF  EXPANDING  AFDC  BENEFITS  TO  WO  PARENT  FAMILIES,  BY 

PROGRAM 

[By  fiscal  year,  in  biOions  of  dollars] 

1986      1987      1988      1989  1990 


Federal  costs: 

AFDC   1.1      1.2      1.2      1.2  1.2 

Food  stamps   -.3    -.3    -.3    -.3  -.3 

Medicaid  .4      .5      .5      .5  .6 

General  assistance.  


Subtotal   L3      1.3     1.4      1.4  1.4 


State  costs: 

AFDC   ^.1  (M  (») 

Food  stamps  

Medicaid   .4      .4      .4      .4  .5 

General  assistance   -^.1    -.1    -.1    -.1  -.1 


Subtotal   .2      .2      .3      .3  .4 
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TABLE  3-5.-TOTAL  COSTS  OF  EXPANDING  AFDC  BENEFITS  TO  nvO-PARENT  FAMILIES,  BY 

PROGRAM— Continued 

[By  fiscal  year,  m  billions  of  dollars] 

1936      1987      1988      1989  1990 


Total  costs: 

AFDC                                    1.1  1.1  1.1  1.2  1.2 

Food  stamps                             -.3  -.3  -.3  -.3  -.3 

Medicaid  8  .8  .9  .9  1.0 

General  assistance                       -.1  -.1  -.1  -.1  -.1 


Total   1.5     1.5     1.6     1.7  1.8 


'  Less  than  $50  niillion  in  savings  or  In  costs 
Source:  Congressional  Budget  Office. 

Two-parent  families  are  eligible  for  the  Food  Stamp  program. 
With  the  rise  in  their  incomes  caused  by  the  receipt  of  AFDC,  their 
food  stamp  benefits  would  fall.  An  estimated  $0.3  billion  would  be 
saved  in  the  Food  Stamp  program  in  1986. 

General  Assistance  (GA)  is  the  name  given  to  state-funded  wel- 
fare programs  that  provide  benefits  to  indiv  iduals  and  families  who 
do  not  qualify  for  AFDC  and  Supplemental  Security  Income.  The 
GA  programs  vary  considerably  a;;Aong  the  states  in  terms  of  both 
eligibility  requirements  and  benefit  levels.  Some  states  have  very 
limited  programs-  for  example,  aiding  mostly  the  disabled— while 
others  have  broader  programs  covering  low  Income  families  and  in- 
dividuals generally.  Some  provide  ongoing  cash  payments  while 
others  provide  vouchers  or  one-time  cash  payments. 

The  two-parent  families  who  could  be  affected  by  the  extension 
of  benefits  in  AFDC  might  be  receiving  GA.  If  so,  there  would  be 
savings  to  states  from  reduced  expenditures  in  the  GA  programs. 
While  information  on  these  programs  is  sketchy  at  best,  CBO  esti- 
mates that  about  75,000  of  the  affected  two- parent  families  would 
have  received  GA  and  that  states  would  save  an  estimated  $0.1  bil- 
lion in  GA  in  1986  from  the  extension  of  AFDC  benefits  to  two- 
parent  families.^ 

OTHER  ADJUSTMENTS  TO  COSTS 

Certain  costs  or  savings  have  not  been  included  in  the  cost  esti- 
mates  presented  In  this  chapter.  Although  these  cost  adjustments 
have  Important  Implications  for  the  entire  package  of  proposals 
(see  Chapter  VII),  they  are  less  important  when  analyzing  the  pro- 
posals Individually.  These  adjustments  must  be  considered,  howev- 
er, in  analysis  of  the  option  to  extend  benefits  to  two-parent  fami- 
lies, where  the  number  of  new  beneficiaries  would  be  large. 


'  Me<iicai  c<irfc  pruvided  under  ijien*?iai  A*8isUtn*.e  it.  nui  mviuaed  tn  cue^e  esumau^  beuiuse 
of  the  lack  of  data.  Thus  the  ^avinpTs  to  states  in  GA  are  probably  undorytated 
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To  arrive  at  a  final  cost,  three  adjustments  should  be  made  to 
the  estimates.  First,  savings  would  result  from  the  gradual,  rather 
than  immediate,  participation  of  newly  eligible  families  during 
1986  and  1987,  in  1986,  such  savings  would  total  $0.6  billion  and  in 
1987,  $0.1  billion.  Second,  costs  to  cover  administration  of  the  new 
AFDC  and  Medicaid  cases  would  add  $0.1  billion  in  1986  and  $0.3 
billion  in  1990.  Finally,  costs  to  cover  reduced  work  effort--and 
thus  higher  AFDC  benefits— of  the  new  beneficiaries  would  add 
$0.1  billion  in  1986  and  in  1990. 

An  Alternative  Expansion  of  Benefits  to  Two-Parent  Famiues 

A  less  costly  alternative  that  would  expand  benefits  to  some  two- 
parent  families  would  be  to  mandate  the  AFDC  UP  program  in  all 
states.  Such  an  expansion,  however,  would  benefit  only  families  in 
which  the  principal  earner  was  unemployed  or  worked  fev  .r  than 
100  hours  a  month. 

Total  costs  of  mandating  the  AFDOUP  program—:.)  AFDC, 
Food  Stamps,  and  Medicaid— are  estimated  to  be  $0.4  billion  in 
1986.  The  share  of  both  the  federal  government  and  the  states 
would  be  $0.2  billion  (see  Table  3-6).  This  estimate  assumes  that 
eligibility  rules  would  be  the  same  as  they  are  nov.  with  respect  to 
hours  of  work  and  previous  labor  force  attachment. 

TABLt  3-6.-T0TAL  COSTS  OF  MANDATING  AN  AFDC-UNEMPLOYtD  PARENT  PROGRAM  IN 
ALL  STATES,  BY  PROGRAM 

(6y  fiscal  year,  in  billions  of  dollars] 


1986  1987  1988  1989  1990 


Federal  costs: 

AFDC                        0.1  0.1  0.1  0.1  0.2 

Food  stamps.....             -.1  1  ~-.l  --.1  -.1 

Medicaid                     .1  .1  .2  .2  .2 

Subtotal  2  .2  .3  -3  .3 

State  costs: 

AFDC  1  .1  A  .1  .1 

Food  stamps  

Medicaid  1  .1  .1  .1  .1 

Subtotal  2  ,2  .2  .2  .2 

Total  costs: 

AFDC...  ,                   .2  .2  2  .2  2 

Food  stamps                --.1  -.1  ^.1  -.1 

Medicaid                     .2  2  .3  .3  .3 

Total                       .4  .4  .4  .4  .5 


Note  -General  Assistance  )S  not  mUuded  m  this  because  i^v/ngs  to  states  m  that  program  Aould  te 
[8SS  than  S50  mUn 

Source  Congressional  Budget  Office 
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TABLE  3-7  -ESTIMATED  EFFECTS  ON  POVERTY  OF  MANDATING  AN  AFDC-UNEMPLOYED 
PARENT  PROGRAM  IN  ALL  STATES,  1986 


Poverty  status  of  families  affected    Poverty  status  of  all  famtlies  with 
by  the  proposal  >  children  2 

Poor      Nonpoor     Total       Poor      Nonpoor  Total 


Before  Mandating  AFDC-UP 
Number  of  families  (millions) ....     0.1      0  1      0.1      5  7     26  9     32  6 

Percent   55.5     44.5    100.0      17.5     8215  lOOlo 

Poverty  gap  (billions  of 

dollars)  4  4     24.8    24.8 

After  Mandating  AFDC-UP 

Number  of  families  (millions)  1       .1       .1      57     26  9     32  6 

Percent   47.4     52.6    100.0      17.5     82^5  lOOlO 

Poverty  gap  (billions  of 

dollars)  3   3     24.6    24.6 

Change 

Number  of  families  (millions) ....     (»)      (»)   (3)  (3) 

Percent   -14.5     18.0   -..2  .0 

Poverty  gap  (billions  of 

dollars)   -.1       .       _  1     _  1  _  j 

Percent   -31.4   ^31.4     -.6  ZIZZ  -^6 

'  Numl)ers  of  families  are  tnose  on  AFOC  at  any  time  during  the  yeai  Because  some  families  affected  by  the 
proposal  are  on  AFDC  only  part  of  the  year,  the  number  of  families  shown  here  iO.l  million)  is  slight^  greater 
than  the  75.000  on  an  average  monthly  basis  shown  earlier  in  this  section. 

«  For  all  families  with  children,  poverty  counts  and  rates  before  mandating  a  UP  program  are  published 
estimates  for  1982  See  Department  of  Commerce.  Bureau  ol  the  Census,  'Chaiacteristics  of  the  Population 
Below  the  Poverty  Level  1982'  (Current  Population  Reports.  Consumer  Income.  Series  P-60,  No.  144.  March 
1984). 

3  Less  than  50.000  famihes. 
Source  Congressional  Budget  Office. 

An  estimated  75,000  families  would  become  eligible  for  AFDC 
and  begin  to  participate.  Their  average  monthly  be/.^fits  are  esti- 
mated to  be  $228  in  1986  assuming  that  they  would  be  eligible  for 
12  months  of  benefits  each  year. 

If  the  current  AFDC-UP  program  were  mandated  in  all  states, 
poverty  would  be  changed  little  (see  Table  3-7).  Fewer  than  50,000 
families  would  be  moved  out  of  poverty,  although  that  would  cause 
a  14  5  percent  decline  in  the  poverty  rate  for  families  affected  by 
the  proposal. 

The  effects  of  mandating  the  AFDC-UP  program  would  occur 
primarily  in  the  South,  where  few  states  currently  have  such  pro- 
grams ^  Three-quarters  of  the  southern  states  would  be  affected,  ac- 
counting for  73  percent  of  the  costs  and  79  percent  of  the  affected 
families  (see  Table  3-8).  A  majority  of  states  in  the  West  v/ould  also 


The  states  current^  without  AFDC  UP  programs  are  Alabama,  Alaska.  Arizona.  Arkansas, 
Florida.  Georgia.  Idaho,  Indiana,  Kentucky,  Louisiana,  Mifcsi&sippi,  Montana,  Nevada.  New 
Hampshire.  New  Mexico.  North  Carohna,  Nurth  Dakota,  Oklahoma,  Oregon,  South  Carolina, 
South  Dakota,  Tennessee,  Texas,  Utah,  Virginia,  and  Wyoming. 
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be  affected)  but  they  are  generally  states  with  small  populations 
and  thus  would  account  for  only  23  percent  of  the  costs  and  17  per- 
cent of  the  affected  families. 


TABLE  3-8.-EFFtCTS  OF  MANDATING  THE  AFDC-UNEMPLOYED  PARENT  PROGRAM.  BY  REGION  IN  1986 


States  affected 

Total  AfDC  costs 

rdiniliCO  dlKUCQ 

N'jmber  in 
"  region 

Number 
affected 

Amount 

(billions  of     Percen'  c'  'otal 
dollars) 

NumDer 
(Inousands) 

Percent  of  total 

Average 
mcnthly  benefit 
increase 
(dollars) 

North  Central  

12 

3 

1 

2 

3 

376 

Northeast  

9 

1 

!^! 

3 

1 

1 

395 

South  

17 

13 

.1 

73 

59 

79 

196 

West  

  13 

9 

23 

13 

17 

330 

Total  

51 

26 

.2 

100 

75 

100 

228 

1  North  Central— Illinois.  Indiana,  iOtV3,  Kansas,  Mkm,  Minnesota,  Missouri,  Nebraska.  North  Dakota,  Ohio.  South  Dakota,  and  V/fsconsin. 
Northeast— Connecticut,  Maine,  Massachusetts,  New  Hampshire,  New  Jersey.  New  York,  Pennsylvania.  Rhode  Island,  and  Vermont. 

South -Alabama.  AiKanwi*,  Oeldwdie,  Ojstuit  o\  Cutumbia.  Ploiida,  Geoigia,  Kentucky.  Loui^iand,  Maryland,  Missi^bippi,  Noith  Cdiolina,  Oklahoma,  Suuth  Caiuiitid,  Iennex>ee,  Texab, 
Virginia,  and  V/est  Virginia; 

West— Alaska,  Arizona,  California,  Colcrado,  Hawaii.  Idaho,  Montana.  Nevada,  New  Mexico,  Oregon,  Utah.  Washington,  and  V/yoming 

2  Less  than  $50  million. 


Source:  Congressional  Budget  Office 
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CHAPTER  IV,  INCREASING  DEDUCTIONS  FROM  INCOME 


In  the  Aid  to  Families  with  Dependent  Children  program,  a  fami- 
ly's benefits  are  determined  b>  subtracting  its  countable  income 
from  the  state's  AFDC  maximum  payment  level.  For  example,  if  a 
family's  countable  income  were  $100  and  the  state's  maximum  pay- 
ment were  $350,  the  family's  AFDC  benefit  would  be  $250.  Un- 
earned  income  other  than  $50  a  month  of  child  support  payments 
is  counted  in  full,  that  is,  a  dollar  of  unearned  income  reduces 
AFDC  benefits  by  a  dollar.  Earned  income,  however,  is  reduced  by 
a  number  of  deductions,  a  flat  $75,  actual  child  care  expenses  up  to 
$160  per  child,  $30  for  the  first  12  months  of  earnings;  and  one- 
third  of  remaining  earnings  after  other  deductions  for  the  first  4 
months  of  earnings.  These  current  deductions  had  been  reduced  in 
the  Omnibus  Budget  Reconciliation  Act  of  1981  and  partially  re- 
stored in  the  Deficit  Reduction  Act  of  1984.  The  Omnibus  Anti-Pov- 
erty Act  would  alter  the  deductions  to  provide  $50  and  one-quarter 
of  net  earnings  with  no  time  limit  and  to  substitute  for  the  flat  $75 
a  deduction  equal  to  20  percent  of  gross  earnings  up  to  $175,  among 
other  changes. 

The  costs  of  such  changes  would  total  an  estimated  $0.5  billioa  in 
the  AFDC,  Medicaid,  and  Food  Stamp  programs  in  1986  (see  Table 
4  -1).  The  federal  share  would  be  $0.2  billion  and  the  share  of  states 
and  localities,  $0.3  billion.  About  155,000  current  AFDC  families 
would  receive  higher  benefits,  60,000  would  receive  lower  benefits 
for  some  portion  of  the  year,  and  190,000  families  would  become 
nev/ly  eligible  and  begin  to  participate. 


TABLE  4-1.-T0TAL  COSTS  OF  INCREASING  DEDUCTIONS  FROM  INCOME  IN  AFDC 

[By  fiscal  year,  in  billions  of  dollars] 


1986 

1987 

1988 

1989 

1990 

Federal  

  0.2 

0.2 

0.2 

0.2 

0.3 

State  

 3 

.3 

.3 

.3 

.3 

Total  

 5 

.5 

.5 

.6 

.6 

Note  ~Costi>  include  Iho^  m  the  AFDC,  Medicaid,  and  Food  Stamp  programs*  Costs,  or  savings,  jn  these 
programs  are  shown  in  Table  4-7. 


Sou«  Congressional  Budget  Office 

Income  Deductions  in  AFDC 

Since  1967,  the  AFDC  program— and  major  proposals  for  reform 
of  AFDC— have  included  differential  treatment  of  unearned  and 
earned  income.  Onl>  limited,  if  an>,  deductions  have  been  allowed 
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from  unearned  income,  while  a  number  of  deductici  6  have  been  al- 
lowed from  earnings.  Earnings  deductions  are  thoa^- it  to  be  benefi- 
cial for  two  reasons.  First,  it  is  suggested  that  tt/^se  who  earn  more 
should  take  home  more,  particularly  relative  .families  with  no 
earnings  •  Second,  it  is  argued  that  incentives  lo  work  would  be  en- 
hanced; for  example,  with  no  deductions  an  additional  dollar  of 
earnings  would  reduce  AFDC  benefits  by  a  full  dollar,  leaving  the 
family  with  no  more  income  than  if  the  parent  had  not  worked.  On 
the  other  hand,  higher  levels  of  earnings  deductions  would  cause 
AFDC  costs  to  be  higher,  and  would  increase  the  number  of  fami- 
lies who  would  be  subject  to  AFDCs  high  benefit  reduction  (tax) 
rates. 

Since  the  1960s,  Congress  has  enacted,  in  three  separate  pieces  of 
legislation,  significant  changes  in  the  AFDC  income  deductions.  In 
July  1967,  earnings  deductions  were  increased,  followed  by  a  cut- 
back in  1981  and  partial  restoration  in  1984.  Deductions  from  earn- 
ings are  currently  much  less  generous  than  in  the  period  following 
1967,  but  deductions  from  unearned  income  are  more  generous,  as 
discussed  below. 

From  July  1967  to  October  1981,  actual  child  care  and  other 
work-related  expenses,  as  well  as  $30  plus  one-third  of  gross  earn- 
ings after  deducting  the  $30,  could  be  deducted  from  earnings.  In 
determining  eligibility  for  AFDC,  however,  the  $30  and  one-third 
deductions  could  not  be  used,  even  though  they  were  used  to  deter- 
mine benefits  if  the  family  was  eligible.  Before  1967,  only  work-re- 
lated expenses  were  deducted. 

To  simplify  discussion  of  the  effects  on  familiesS  of  increasing  de- 
ductions from  income,  CBO's  analysis  focused  on  a  family  of  three, 
which  has  earnings  and  deductions  approximately  equal  to  actual 
averages  for  all  AFDC  families.  The  calculation  of  countable  earn- 
ings, AFDC  benefits,  and  maximum  income  levels  for  eligibility  for 
a  family  of  three  from  1967  to  1981  are  shown  in  the  first  column 
of  Table  4-2  The  marginal  benefit  reduction  rate— the  percentage 
of  '^idditional  earnings  that  are  "taxed  away"  through  a  decrease  in 
Ax  DC  benefits— was  67  percent  of  net  earnings  (1.00 -.33 =.67);  a 
$1  increase  in  net  earnings  resulted  in  a  67  cent  decrease  in  AFDC 
benefits.^  The  average  benefit  reduction  rate,  however,  was  much 
lower  because  of  deductions  for  child  care  and  work-related  ex- 
penses The  illustrative  family  with  gross  earnings  of  $380  lost  only 
$40  in  AFDC  benefits,  for  an  average  benefit  reduction  rate  of  only 
11  percent  (40/380 -,11).^  Because  of  these  deductions,  the  income 


*Th»s  has  commonly  been  called  vertical  equity  of  a  means-tested  transfer  system, 
'The  marginal  benefit  reduction  rate  on  gross,  rather  than  net,  earnings  was  beiow  67  per- 
cent because  aUual  expenses  such  as  taxes  could  be  fully  deducted  m  determmmg  AFDC  bene- 
fits In  some  states,  where  maximums  are  placed  on  payment  levels  or  where  payment*  equal  a 
percentage  of  the  difference  between  countable  income  and  the  need  standard,  average  and  mar- 
ginal benefit  reduction  rates  are  lower  than  those  shown  in  Table  4-2. 

'Cumulative  benefit  reduction  rates  may  be  higher  if  AFDC  families  also  receive  food  stamps 
or  subsidized  housing  benefits  that  also  decline  as  a  family's  income  increases.  Moreover,  a 
family's  disposable  income  might  decline  even  more  to  the  extent  that  work-related  ex  peases  eat 
up  part  of  the  earnings  and  cannot  be  fully  deducted  ^n  determining  AFDC  benefits.  For  exam- 
ples of  the  effect  of  changes  in  earn*ng»  on  disptwable  income,  see  Subcommittee  on  Oversight 
and  Subcommittee  on  PubUc  Assistance  and  Unei.ijployment  Compensauon,  Committee  on  Ways 
and  Means,  US  House  of  Representatives.  "Families  in  Poverty.  Changes  m  the  Safety  Net 
(September  1984). 
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level  at  which  a  family  would  lose  AFDC  eligibility  (the  income 
cutoff  point  or  "breakeven"  level)  could  be  well  above  a  state  s 
maximum  payment  level,  in  CBO*s  illustration,  $700  with  no  child 
care  and  average  work-related  expenses,  or  $850  with  $100  of  child 
Ceiic  diiu  avcitigc  wuik-i elated  eApeiises,  cuiiipart^u  with  a  $333 
maximum  AFDC  payment  level*  The  higher  the  income  cutoff 
point,  the  more  families  are  eligible  for  AFDC. 

TABLE  4-2.-CHANGES  IN  THE  TREATMENT  OF  EARNINGS  DEDUCTIONS  IN  AFDC.  AN 
ILLUSTRATIVE  FAMILY  OF  THREE 

[In  dollars] 

1981-84  Current  law 

1967-  ^      ^  ^ZZT 

81      Months    After  4    Months    Months  ^\^? 
1-4     months     1-4  5-12 


months 


Calculation  of  Countable  Earnings 

Gross  earnings   380  380     380  380  380  380 

Less  deductions: 

Work-related  expenses   -95  -55    -55  -75  -75  -75 

Child  care  expenses   -100  -100  -100  -100  -100  -100 

$30   -30    -30    -30  -30   

One-third   -115    -65    -60   

Equals  countable  earnings   40  130     225  115  175  205 

Calculation  of  AFDC  Benefits 

Maximum  AFDC  payment                 355     355     355  355  355  355 

Less  countable  earnings                 -40  -130  -225  -115  -175  -205 

Equals  AFDC  benefits  315     225     130  240  180  150 

Maximum  Income  Level  for  Eligibility  (Income  Cutoff  Point)  ^ 

With  $100  of  child  care  expenses          850     715     510     735     560  530 

With  no  child  care  expenses   700     615     410     o35     460  430 

'  These  maximum  income  levels  are  onlv  loi  families  already  on  AFDC.  Families  applying  lor  AFDC  do  not 
leceive  the  $30  and  one  third  deductions.  Also,  the  gioss  income  limit  equal  to  ISO  peicenf  uf  the  state  need 
standard  in  1981-84.  and  185  percent  after  1984.  limits  the  income  cutoff  point. 

The  formula  loi  calculating  the  income  cutoff  point  when  Ihe  une  thud  deduitiun  a  peicentage  of  earnings 
before  other  deductions  (as  in  1967-81)  is: 

(maximum  AFDC  payment  +  deductions/.67)  +  $30 

When  the  one-third  deduction  is  taken  after  othei  deductions  (as  m  19S1  and  beyond  foi  months  1-4  of 
earning^:),  the  income  cutoff  point  is: 

(maximum  AFDC  payment/.67)  -f  deductions  +  $30 

When  the  one-third  deduction  is  not  In  effect,  the  income  cutoff  point  is. 

maximum  AFDC  payment  +  deductions  +  $30  (if  in  effect). 

Note. -The  illustialion  iS  lot  a  family  of  thiee  and  uses  approximate  avetage  maximum  payment  levels  in  the 
United  States  for  July  1984.  Amounts  for  eross  eainings.  child  caie  expenses,  and  1967  81  work  related 
expeni^s  are  aveiage  amounts  reported  foi  AFDC  families  with  eainmgs  and  with  each  type  of  deduction  in 

1979,  The  amoun;  lui  woikteiated  expenses  m  1981  84  is  the  aveiage  amount  teported  foi  AFDC  families  with 
earnings  In  1982.  All  numt}ers  are  rounded  to  the  nearest  $5. 


Source:  Congressional  Budget  Office, 


*Wilh  these  deductions,  families  remained  eligible  for  AFDC  until  their  gross  earning 
equaled  160  percent  of  their  state  s  maximum  payment  leveb,  plus  150  percent  of  child  care  and 
Q    It-related  deductions,  plus  $30.  ^ 
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The  Omnibus  Budget  Reconciliation  Act  of  1981  significantly  re- 
duced the  earnings  deductions.  A  standard  $75  work-related  ex- 
pense deduction  (less  than  $75  for  part-time  work)  replaced  actual 
wOik-itJittttml  eApen»e»,  and  child  care  deductions  were  limited  to 
$160  a  month  per  child.  The  $30  and  one-third  deductions  were  lim- 
ited to  the  first  4  months  of  earnings,  and  the  one-third  was  calcu- 
lated as  a  percentage  of  earnings  after,  rather  than  before,  the  de- 
ductions for  work-related  expenses  and  child  care.  In  addition,  a 
gross  income  limit  was  enacted,  no  family  whose  gross  income  was 
more  than  150  percent  of  its  state  need  standard  was  eligible  for 


These  changes  had  a  major  effect  on  AFDC.  For  the  illustrative 
family,  countable  earnings  increased  from  $40  in  1967-1981  to  $130 
in  the  first  4  months  of  earnings  and  to  $225  thereafter  (see  the 
second  and  third  columns  of  Table  4-2).  The  marginal  benefit  re- 
duction rate  rose  to  100  percent  after  4  months,  that  is,  a  $1  in- 
crease in  earnings  resulted  in  a  $1  decrease  in  AFDC  benefits.  The 
average  benefit  reduction  rate  rose  sharply  from  11  percent  to  34 
percent  during  the  first  4  months  of  earnings  and  to  59  percent 
thereafter.  AFDC  benefits  declined  from  $315  to  $225  and  then  to 
$130  after  4  months.  Income  cutoff  points  fell  significantly,  and  at 
least  250,000  single-parent  families  with  earnings  who  had  been  re- 
ceiving AFDC  became  ineligible.  The  percentage  of  AFDC  families 
with  earnings  fell  from  12  percent  in  1979  to  6  percent  in  1982,  and 
of  those  with  earnings  in  1982  only  23  percent  worked  full  time. 

In  1984,  the  earnings  deductions  were  partially  restored  by  Con- 
gress in  the  Deficit  Reduction  Act.  The  time  limit  on  the  $30  deduc- 
tion was  extended  from  4  months  to  12  months,  a  full  $75  standard 
deduction  was  given  to  families  with  a  part-time  worker,  and  the 
gross  income  limit  was  raised  to  185  percent  of  the  state  need 
standard.  For  families  with  a  parent  working  part-time  or  with  a 
parent  who  had  worked  less  than  12  months,  AFDC  benefits  in- 
creased slightly  (see  the  last  three  columns  of  Table  4-2).  The  mar- 
ginal benefit  reduction  rate  remained  at  100  percent  after  4 
months,  however,  and  average  benefit  reduction  rates  remained  un- 
changed or  only  slightly  lower  (54  percent  rather  than  59  percent). 

The  Deficit  Reduction  Act  also  affected  the  countable  portion  of 
unearned  income,  which  had  been  100  percent.  Under  the  law,  up 
to  $50  a  month  in  actual  child  support— that  is,  support  paid  by 
absent  parents  to  their  children— would  not  be  counted,  a  provision 
that  affected  an  estimated  350,000  AFDC  families. 

Costs  and  Effects  of  Increasing  Income  Deductions 

Costs  associated  with  each  provision  of  H.R.  4920  pertaining  to 
income  deductions  are  shown  in  Table  4-3  and  discussed  in  turn. 
These  cost  estimates  assume  that  each  provision  would  be  enacted 
alone. 
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TABLE  4-3.-T0TAL  COSTS  OF  VARIOUS  PROVISIONS  IN  H.R.  4920  TO  INCREASE 
DEDUCTIONS  FROM  INCOME 


[By  fiscal  year,  in  millions  of  dollars] 


1986 

1987 

1988 

1989 

1990 

Deduct  20  percent  of  gross  earnings  up 

to  $175: 

15 

25 

30 

30 

35 

State  

20 

25 

30 

40 

50 

Tntai 

oD 

ou 

bU 

/U 

QC 

Cap  a  family's  child  care  dedijction  at 

$320: 

Federal  

(') 

(') 

(') 

(') 

(') 

State  

(') 

(') 

(') 

(') 

(') 

Total  

(') 

(') 

(') 

(') 

(') 

Deduct  $50  and  one-quarter  percent  of 

net  earnings: 

Federal  

105 

105 

110 

120 

120 

State  

130 

145 

150 

350  _ 

160 

Total  

235 

250 

260 

170 

280 

Eliminate  gross  income  limit: 

Federal  ,  

10 

10 

10 

10 

10 

State  

15 

15 

Total  

25 

25 

25 

25 

25 

Deduct  earned  income  tax  credit: 

Federal  

5 

5 

5 

5 

5 

State  

10 

10 

10 

10 

10 

Total  

15 

15 

15 

15 

15 

Deduct  $50  of  unemployment  compensa- 

tion: 

Federal...  

15 

15 

15 

20 

20 

State  

15 

15 

15 

20 

20 

Total  

30 

30 

30 

40 

40 

Total:  2 

195 

215 

225 

240 

255 

State...................  

260 

275 

290 

310 

325 

Total  

455 

490 

515 

550 

580 

'  U$$  t.'^an  $5  million 

Motal  costs  are  greatei  than  the  ium  c!  the  sepaiate  provisions  t^m^^  o\  mteracltons  among  the 
provisions 

Note  -  Costs  include  those  in  the  AFDC,  f/edicaid,  an(i  Fc-od  Stamp  pro?.rams  f>st^  oi  savings,  in  these 
programs  are  shown  in  Table  4-7 

Source  Congressional  Budget  Dike 
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Deduct  JO  percent  of  gross  earnings  up  to  $175 

Instead  of  the  $75  standard  deduction,  20  percent  of  gross  earn- 
ings up  to  $175  would  be  deducted.  An  estimated  110,000  families 
with  earnings  of  less  than  $375  a  month  would  have  lower  AFDC 
benefits  under  this  proposal  ($375  x  .2  ^  $75),  and  an  estimated 
105,000  families  with  larger  earnings  would  gain.  This  provision 
would  cost  an  estimated  $35  million  in  1986.  Costs  would  rise  to  $85 
million  by  1990  because,  as  family  earnings  increased  over  time, 
more  families  would  gain  and  fewer  would  lose,  and  their  gains 
would  grow  and  their  losses  decline. 

Cap  the  child  care  deduction 

The  child  care  deduction  would  be  capped  at  $320  per  family. 
Fewer  than  2,000  families  are  estimated  to  be  affected  by  this  pro- 
vision, and  savings  would  be  insignificant. 

Deduct  $50  and  one-quarter  percent  of  net  earnings 

The  bill's  major  change  relating  to  deductions  would  be  to  pro- 
vide deductions  from  earnings  of  $50  and  one-quarter  of  remaining 
earnings  after  the  deductions  for  child  care  and  work-related  ex- 
penses. The  proposed  deductions  would  have  no  time  limit  and 
would  replace  the  $30  and  one-third  deductions.  Also,  they  would 
be  used  in  determining  eligibility  for  AFDC,  not  just  benefits  as  in 
current  lav;.^  An  estimated  125,000  current  AFDC  families  would 

fain  An  estimated  45,000  families,  who  would  have  received  the 
^30  and  une-third  deductions  during  their  first  4  months  of  earn- 
ings but  who  would  now  receive  the  $50  and  one-quarter  deSduc- 
tions,  would  lose.  Another  115,000  would  become  eligible  and  begin 
to  participate,  one- half  because  of  the  increased  deductions  and 
one^half  because  the  $50  and  one-quarter  would  be  used  in  deter- 
mining eligibility.  Costs  of  this  provision  would  total  an  estimated 
$235  million  in  1986. 

Eliminate  the  gross  income  limit 

The  gross  income  limit  equal  to  185  percent  of  the  state  need 
standard  would  be  eliminated.  An  estimated  10.000  families  would 
become  eligible  and  begin  to  participate,  resulting  in  1986  costs  of 
$25  million. 

Deduct  the  earned  income  tcx  credit 

Currently,  the  Earned  Income  Tax  Credit  (EITC)  is  counted  as 
income  in  AFDC.  and  reduces  AFDC  benefits.  ^  One  of  H.R.  4920's 
provisions  would  disregard  the  EITC  in  determining  AFDC  bene- 
fits This  provision  would  cost  an  estimated  $15  million  in  1986  and 
would  affect  some  55,000  families. 


*  Current l>.  the  ait  several  ^tcp**  in  detcrmminK  bolh  el»>-tbilit>  and  bcnefita  for  AFDC 
FipNt.  the  familv  .icomp  mast  fall  below  the  gro^  income  limit  equal  to  1H5  percent  of  the 
stati:  fieeo  fttandard  A  Mv^jnd  «rii£ribi»it>  te>tt  ts  Mhnther  countable  income  i»  icw  than  the  slate 

Klandard.  f^r  Ih***  purpov?.  the  $.'^0  and  ontMhird  deduction"*  cannot  be  u^ed  tn  lyduce  earn- 
in^^  If  eh>;ib!t'.  thr  famil>'n  bene^l^  ar^  then  determined  bv  Aubtractinjg  cojntHbie  mcome* 
Wrh«.h     reduved  b>  tht       and  on^  third  dedt  Ltions.  from  the  htat*^  maximurn  payment  level 

*  Th**  EITC  »nvreas*-s  aft^r  Uix  tn^omes  of  families  with  workm^  parent<h>  and  low  earnmfrs  by 
ncdsicmK  the»r  tax  pnvmcntv  oi  mak«n?.  a  din>ct  paymt-nt  to  tho^  who-n*  Lai  hubiiitie«i  are 
smallef  than  thf>ir  EITC 
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Deduct  $50  of  unemployment  compensation 

A  final  provision  would  allow  unemployment  compensation  to  be 
counted  only  partially  in  determining  AFDC  benefits,  now,  unem- 
ployment compensation  is  counted  in  full  like  all  unearned  income. 
Specifically,  up  to  $50  a  month  in  unemployment  compensation 
would  be  disregarded,  as  is  now  being  done  for  child  support  pay 
ments.''  Estimated  costs  of  this  proposal  would  total  $30  million  in 
1986;  about  40,000  families  would  be  affected. 

Total  provisions 

If  these  provisions  were  enacted  jointly,  total  costs  would  be 
much  greater  than  the  sum  of  costs  for  each  separate  provi^on.  In 
1986,  for  example,  costs  of  the  full  package  are  estimated  to  total 
$455  million,  compared  with  a  sum  of  only  $340  million  for  the  sep- 
arate provisions  (see  the  bottom  line  of  Table  4*3).  Many  interac- 
tions occur  among  the  provisions,  but  the  most  important  is  be- 
tween the  $50  and  one-quarter  percent  deductions  and  the  deduc- 
tion of  20  percent  of  gross  earnings.  Families  made  newly  eligible 
by  the  $50  and  one-quarter  change  would  receive  much  higher 
AFDC  benefits  each  month  because  of  the  20  percent  deduction. 
Many  of  these  families  would  be  in  states  that  pay  high  benefits, 
would  have  high  earnings,  and  as  a  result  would  qualify  for  the 
maximum  deduction  of  $175  for  work  related  expenses  compared 
with  only  t  $75  deduction  under  current  law.  Also,  man>  families 
who  would  not  be  eligible  for  AFDC  on  the  basis  of  any  one  change 
would  become  eligible  with  the  package  of  changes. 

EFFECT  ON  FAMILIES 

If  income  deductions  were  increased,  about  155,000  families  cur- 
rentl>  receiving  AFDC  would  receive  higher  benefits  averaging  $69 
a  month  ($830  a  year)  in  1986,  as  shown  in  Table  4-4.  Current  fam- 
ilies account  for  45  percent  of  the  families  who  would  gain  from 
these  changes.  The  remaining  55  percent  would  be  newly  eligible 
(and  participating;  families,  numbering  about  190,000.  Each  of  the 
provisions,  other  than  capping  the  child  care  deduction,  would 
create  newl>  eligible  families.  Most  would  become  newly  eligible 
because  of  the  elimination  of  the  time  limit  on  the  $50  and  one- 
quarter  deductions  and  their  application  in  eligibility  determina 
tions.  The  AFDC  benefits  of  these  newly  eligible  families  would  av 
erage  about  $116  a  month,  or  $1,390  a  year. 


Ai  iht  requ»-i>i  *ji  th*.  CA/irifiiiitw  wr*  V»a>.s  and  Mevtns  ^Uifi,  the  proviJ-iun  con^,idert^  here 
differs  irnru  thni  n\  H  R  « **htch  f.mjk^H^vi  ih»*  ir*,  umt*nt     Mnempk»>m*'m  compens^aiion  as 
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TABLt  4-4.-tFrtCTS  ON  FAMILIES  OF  INCREASING  DEDUCTIONS  FROM  INCOME.  1986 


Current  AFDC  families  

New  families  

Total  

Source;  Congressional  Budget  Office 


Families  that  would  gam 

Average 

Numtjer  monthly 
(in      Percent  benefit 
Ihou'      cf  total  increase 

sands)  (m 
dollars) 


Familes  that  would  lose 


Average 

Number  monthly 
(i«      Percent  benefit 
thou'     of  total  decrease 
sands)  (m 
dollars) 


155 

45 

69 

116 

345 

100 

95 

60  100 


15 


60  100 


15 


Some  current  AFDC  families  affected  b>  the  changed  income  de- 
ductions would  experience  a  loss,  however.  About  60,000  families 
are  estimated  to  lose  an  average  of  $15  each  month,  or  $lSO  a  year, 
m  AFDC  benefits  in  1986.  These  losses  would  occur  among  families 
with  consistently  low  monthly  earnings,  for  example,  a  family  with 
less  than  $100  of  earnings  each  month  would  be  made  somewhat 
worse  off.  Most  of  the  families  experiencing  a  loss  would  probably 
be  those  who  are  on  AFDC  only  for  short  periods  of  time  and  who 
would  be  worse  off  during  their  first  4  months  of  earnings. 

Compared  with  current  law,  the  illustrative  three-person  family 
would  receive  AFDC  benefits  equal  to  those  received  during  the 
first  4  months  of  earnings  but  well  above  those  received  after  loss 
of  the  one-third  deduction  (see  Table  4-5).  Families  with  earnings 
would  face  quite  different  benefit  reduction  rates  than  at  present. 
For  most  families,  marginal  benefit  reduction  rates  would  decline 
from  100  percent  of  gross  earnings  to  60  percent,  a  $1  increase  in 
earnings  would  result  in  a  60  cent  decrease  in  AFDC  benefits.* 
This  marginal  benefit  reduction  rate  would  be  similar  to  that  on 
gross  earnings  in  effect  between  1967  and  1981.  The  average  bene- 
fit reduction  rate  for  the  illustrative  family  would  be  30  percent 
(115/380=.3),  higher  than  in  the  1967-1981  period  but  well  below 
the  current  rate.  The  income  cutoff  point  would  be  below  that  in 
1967  and  earlier  but  above  the  current  cutoff  point. 


»  For  each  additionai  dollar  of  earnings.  20  centa  would  be  dedu^.ted  fui  wvrk  related  expenses 
and  20  cents  would  be  deducted  for  the  one^uarter  rule  <$1  00  ?  20  .  ?80  x  'U  -  $.20). 
leaving  a  60  cent  decrease  in  At  DC  benefits < 
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TABLE  4-5.-THE  TREATMENT  OF  AFDC  EARNINGS  DEDUCTIONS  IN  H.R.  4920.  AN 
ILLUSTRATIVE  FAMILY  OF  THREE 

[In  dollars] 


Calculation  of  Countable  Earnings 

Gross  earnings   380 

Less  deductions: 

Work-related  expenses   -75 

Child  care  expenses   -100 

$50   -50 

One-quarter  of  remainder   -  40 

Equals  countable  earnings   115 

Calculation  of  AFDC  Benefits 

Maximum  AFDC  payment   355 

Less  countable  earnings   -115 

Equals  AFDC  benefits   240 

Maximum  Income  Level  for  Eligibility  (Income  Cutoff  Point)  ^ 

With  $100  of  child  care  expenses   780 

With  no  child  care  expenses  ,   655 


^  Calculation  of  the  income  cutoff  point  is  ccmplicated  b>  the  dependence  o!  the  Aork  related  expense 
deduction  on  income.  The  formula  would  1)6: 

(Maximum  AFDC  paymentA6)  +  1.25  (child  care  deduction  +  $50) 

Note  -  The  jliustration  iS  for  a  fami!>  of  three  and  uses  approximate  aveiage  maximurri  payment  jevels  tn  the 
United  states  for  July  1984.  Amounts  for  eross  earnings,  child  care  expenses,  and  19S7  81  work-related 
expenses  arc  averace  amounts  reiwrted  for  AFDC  families  with  earntng:,  ^nd  with  each  type  of  deduction  in 
1979.  The  amount  m  ivork  related  expenses  in  1981  84  js  the  ave.age  amuunt  reported  \o\  AFDC  lamilies  with 
earnings  in  1982.  ^1  numt^ers  are  rounded  to  the  nearest  $5. 

Source:  Cttigressional  Budget  Office. 

EFFECTS  ON  POVERTY 

Increasing  deductions  from  income  would  reduce  the  poverty 
rate  of  those  families  affected  by  the  proposal  by  6.7  percent  in 
1986  (see  Table  4-6).  Some  0.7  million  poor  families  would  be  affect- 
ed, and  just  under  50,000  would  receive  benefit  Increases  large 
enough  to  move  them  out  of  poverty.  Slightly  more  than  one-half  of 
the  affected  families  would  be  poor,  a  relatively  small  percentage 
because  all  of  the  affected  families  would  have  incomes. 

TABLE  4-6.-ESTIMATED  EFFECTS  ON  POVERTY  Of  INCREASING  DEDUCTIONS  FROM 

INCOME,  1986 


Poverty  status  of  families  Poverty  status  of  all  families 
affected  by  the  proposal »  wlh  c^nldren ' 


PO'Dr    Noripoor    Total      Poor     Nonpoor  Total 


Before  Increasing  Deductions 

Number  of  fafnilies  (Riillions)              0.7     0.6     1.2  57    26.9  32.6 

Percent                              54.7    45.3   100.0  17.5    82.5  100.0 

Poverty  gap  (billions  of  dollars)   2.1    2.1    24.8    24.8 


EMC 
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TABLE  4-6. -ESTIMATED  EFFECTS  ON  POVERTY  Of  INCREASING  DEDUCTIONS  FROM 
INCOME,  1986-Continued 


Poverty  status  of  families  Poverty  status  of  all  families 
affected  by  the  proposal »  with  children ' 


Noppoor    Total      Poor    Nonpoor  Total 


After  Increasing  Deductions 

Number  of  families  (millions)              0.6     0  6     1  2  57    26  9  32  6 

Percent                               51.1    48.9   100.0  17.3    827  1000 

Poverty  gap  (billions  of  dollars)            1.9               1.9  24.6    24.6 

Change 

Numberof  families  (millions)             (3)     (»)                    (s)  /z\ 

Percent   --6.7     8.1   --0  8     0  2 

Poverty  gap  (billions  of  dollars)          -  0.2           -  0  2  --0  2  -  0  2 

Percent                             -9.3           --9.3   -0.8   -0^8 

'  Numbers  of  families  are  those  on  AFOC  at  any  time  durir.g  the  yea;  Because  some  families  affected  by  the 
proposal  are  on  AFDC  only  part  of  the  year,  the  numbet  of  families  shown  here  (1.2  million)  is  greater  than 
the  0.4  million  on  an  average  monthly  basiS  shown  m  Table  4-4 

'For  all  families  with  children,  poverty  counts  and  rates  before  mcreasmg  the  deductions  from  income  are 
puclisned  estimates  for  1982  See  Department  of  Commerce.  Bureau  of  the  Census.  Characteristics  of  the 
Population  BeJo-w  the  Poverty  Level  1982"  (Current  Populatior*  Repoits.  Consumei  Income,  Series  P-GO,  No. 
144,  March  1984). 

Hess  than  50,000  families 

Source:  Congressional  Budget  Office 

The  poverty  gap  would  decline  by  $0.2  billion.  Only  54  percent  of 
the  proposal's  costs  v/ould  go  to  poor  families.  For  all  families  with 
children,  both  the  povert>  rate  and  the  poverty  gap,  would  decline 
by  0.8  percent. 

EFFECTS  ON  FOOD  STAMPS  AND  MEDICAID 

With  the  rise  in  their  AFDC  benefits,  families  would  find  their 
food  stamp  benefits  reduced.  Some  $105  million  of  the  costs  in 
AFDC  would  be  offset  by  savings  in  the  Food  Stamp  program  in 
1986  (see  Table  4-7). 

Medicaid  costs  v/ould  rise  as  an  estimated  65  percent  of  the  new 
AFDC  families  would  become  eligible  for  Medicaid.  In  1986,  Medic- 
aid is  estimated  to  cost  an  additional  $175  million,  rising  to  $230 
million  by  1990.^ 


*BecauK-  of  a  provision  in  the  Dtficit  Reductiun  Act  of  Medicaid  cosU-  of  these  provj- 
&ion&  are  lower  than  Ihe^  ivould  have  been  The  ati  extended  Mediuiid  ciiKibiiiiy  to  families 
who  become  ineligible  for  AFDC  when  Ihe.v  the  one-third  deductions  after  i  months  of  earn- 
Ingb  Medicaid  i8  provided  to  Ihe^e  fanrulieo  for  9  months  and,  at  btau  option,  can  be  provided 
for  another  6  month;^  The  estimated  v«>»t*»  thi«  vhanKe  were  deducaed  from  the  estimated 
Medicaid  costs  of  the  $-'>0  and  one-quarter  provision  in  H.R.  1020 


46-869  0-85-15 
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TABLt  4- /.-TOTAL  COSTS  OF  INCREASING  DEDUCTIONS  FROM  INCOME,  BY  PROGRAM 
(6y  fiscal  year,  in  millions  of  dollars) 

 1986  1387  1988  1989  1990 

Federal  costs: 

AFDC                                 205  220  230  240  255 

Food  stamps                       -105  -110  -115  -125  -130 

Medicaid                             95  105  110  125  130 

Subtotal                           195  215  225  240  255 

State  costs: 

AFDC                                 180  190  200  215  225 

Food  stamps  

Medicaid                             80  85  90  95  100 

Subtotal                           260  275  290  310  325 

Total  costs: 

AFDC                                 385  410  430  455  480 

Food  stamps                       -105  -110  -115  -125  -130 

Medicaid                            175  190  200  220  230 

Total                              455  490  515  550  580 

Source:  Congressional  Budget  Office. 
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CHAPTER  V.  LIBERALIZING  ASSET  RESTRICTIONS 


Families  whose  incomes  are  low  enough  to  qualify  for  Aid  to 
Families  with  Dependent  Children  may  be  ineligible  for  the  pro- 
gram because  their  assets  exceed  the  allowed  level.  Under  current 
law,  the  level  allowed  is  $1,000,  and  most  assets  other  than  a  home 
are  counted.  Increasing  the  allowable  level  to  $2,250  and  excluding 
certain  assets,  as  in  H.R.  4920,  would  make  some  families  newly  el- 
igible for  AFDC. 

Between  45,000  and  140,000  families  would  begin  to  participate 
in  AFDC  as  a  result  of  this  change.  Costs  would  total  an  estimated 
$0.2  billion  to  $0.7  billion  in  AFDC,  Medicaid,  and  Food  Stamps  in 
1986  (see  Table  5-1).  The  federal  government  share  would  be  $0.1 
billion  to  $0.3  billion  and  the  share  of  states  and  localities,  $0.1  bil- 
lion to  $0.4  billion.  These  estimates  are  shown  in  a  range  becaase 
they  are  ver>  uncertain,  reliable  data  on  assets  of  low  income  fami- 
lies  are  not  currently  available. 

TABLE  5-1.-T0TAL  COSTS  OF  LIBERALIZING  ASSET  RESTRICTIONS  IN  AFDC 

(By  fiscal  year,  in  billions  of 


1986  1987  1988  1989  1990 


Federal   0.1  to 0.3    0.1  to 0.3    0.1  to 0.4    O.ltoO.4    0.1  to 0.4 

State   0.1  to  0.4    0.1  to  0.4  0.1  to  0.4    0.1  to  0.4 

Total   0.2  to  0.7    0.2  to  0.7    0.2  to  0.7    0.3  to  0.8    0.3  to  0.8 


Note.— Costs  incide  those  tn  tht  AFDC,  Medicaid,  end  Food  Stamp  Programs.  Costs,  or  savings,  for  each 
program  are  shown  n  Table  5-2, 
Source;  Congress:onsl  Budget  Office, 


Asset  Restrictions  in  AFDC 

Families  whose  incomes  are  very  low  may  own  assets  they  can 
'^raw  down  or  borrow  against,  helping  them  to  meet  their  needs  at 
^ast  over  the  short  run.  For  this  reason,  means  tested  programs 
^^pically  have  asset  tests  as  well  as  income  tests.  In  AFDC  current- 
ly, a  family  s  assets  cannot  exceed  $1,000  (or  less  at  state  option, 
though  only  a  few  states  set  lower  levels).  Only  equity  values  are 
counted.^  The  home,  one  car  with  an  equity  value  up  to  $1,500,  and 
"basic  maintenance  items"  such  as  clothes  and  furniture  are  not 
counted.^  Life  insurance  is  counted  at  its  cabh  value.  Over  time,  as 


*  The  equity  value  of  an  ahi*oi  tb  the  market  value  less  an>  debt  outstanding  on  the  asset 
-At  state  option,  the  allowable  limit  for  the  car  ma>  be  le^  than  $1,500,  and  maintenance 
itema  may  be  counted. 
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prices  have  risen,  the  asset  limit  has  become  more  restrictive  in 
real  terms. 

Low-income  families  do  not  own  large  amounts  of  assets.  In  a 
1983  survey,  36  percent  of  families  with  incomes  below  $10,000  re- 
ported owning  homes,  53  percent  reported  having  checking  ac- 
counts with  a  median  value  of  $300,  and  39  percent  reported 
having  savings  accounts  with  a  median  value  of  $500.^ 

Asset  holdings  of  AFDC  families  appear  to  be  even  lower.  In 
1979,  only  18  percent  owned  a  home,  6  percent  owned  life  insur- 
ance  that  carried  a  cash  value,  18  percent  owned  financial  assets, 
and  35  percent  owned  a  car(s).*  Two-parent  families  owned  more 
assets  in  each  category  than  did  single-parent  families.  For  exam- 
pie,  68  percent  of  two-parent  families  owned  cars  compared  with  25 
percent  of  single- parent  families,  and  24  percent  owned  financial 
assets  compared  with  only  17  percent  of  single-parent  families. 

Nonetheless,  asset  restrictions  appear  to  make  a  significant 
number  of  families  ineligible  for  AFDC.  During  the  first  three 
months  of  1983,  more  than  12,000  families  who  applied  for  AFDC 
were  denied  benefits  because  their  assets  exceeded  program  limits. 
Annualized,  this  amounts  to  50,000  families  a  year.^ 

In  H.R.  4920,  AFDC  asset  restrictions  would  be  liberalized  and 
made  more  consistent  with  asset  rules  in  the  Food  Stamp  program, 
thereb>  easing  administration  of  the  asset  test.  The  allowable  level 
would  be  $2,250  for  most  AFDC  families  ($3,500  for  a  family  with 
two  or  more  persons,  one  of  whom  is  age  60  or  over),  as  proposed 
for  the  Food  Stamp  program  in  the  Report  of  the  President's  Task 
Force  on  Food  Assistance,  January  1984.®  The  home  and  household 
goods  would  continue  to  be  excluded.  The  cash  value  of  life  insur- 
ance policies  would  also  be  excluded,  following  current  Food  Stamp 
rules.  Cars  would  be  treated  more  liberally,  as  in  the  Food  Stamp 
program.  Each  car  would  first  be  evaluated  to  see  if  its  market 
value  exceeded  $5,500,  no  market  value  of  less  than  $5,500  w^uld 
be  counted  against  the  overall  limit.''  Then  a  test  for  equity  value 
would  also  be  administered.  One  car  would  be  excluded,  and  a 
second  i^ar  would  be  exduded  if  it  were  necessary  for  employment. 
The  equity  value  of  any  other  cars  would  be  assessed,  and  the 
greater  of  either  the  equity  value  or  the  market  value  over  $5,500 
would  be  counted  against  the  overall  asset  limit. 

Costs  and  Effeci^»  of  Liberalizing  Asset  Restrictions 

The  entire  cost  of  liberalizing  AFDC's  asset  restrictions  would 
result  from  newl>  eligible  families  beginning  to  participate  in  the 
program.  Current  AFDC  families  would  not  be  affected.  The  45,000 


*  Robert  B.  Aver,v  and  uthers,  Survey  of  Consumer  Finances,  1983,"  Federal  Reserve  Bulletin 
(September  1D84).  '  «        ^    ,  r»  ,n-»Ar,        ^ «  i 

*  These  ebiimates  are  based  un  the  Income  Surve>  Development  Program  19 . 9  Research  I'anel 
<Wave  Ih  Because  asset  rebtrictionc  <n  AFDC  were  tightened  in  1981,  fewer  AFDC  participants 
probably  own  asset^^  now  than  in  1979.  x  j   •  •  ^  ^ 

*  Department  of  Health  and  Human  Services^  Social  Security  Ad mmwt ration.  Quarterly 
Public  Assistance  Statistics"  (January-March  1983),  p  23.  .oAAA-r 

*  Current  allowable  levels  in  the  Food  Stamp  program  are  $1,500  per  household,  or  $3,000  if 
the  household  includes  two  or  more  persons,  one  of  whom  is  age  60  or  over 

*  Ihe  limit  currently  used  m  the  Food  Stamp  program  for  the  market  value  test  on  cars  is 
$4,dOu.  The  J-VWO  iimit  was  proposed  in  the  Report  of  the  President *•  Task  Force  on  Food  As- 
sistance. 
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to  140,000  newl>  participating  fdniilieb  would  receive  on  average  an 
estimated  $326  a  month,  or  $3,910  a  year,  in  AFDC  benefits  in 
1986. 

Many  of  these  families- an  estimated  65  percent— would  also 
become  newly  eligible  for  Medicaid,  adding  to  Medicaid  costs  an  es- 
timated $0.1  billion  to  $0.2  billion  in  1986  (see  Table  5-2).  Asset 
limits  in  the  state  medically  needy  programs  are  generally  higher 
than  these  proposed  limits,  allowing  some  of  the  new  AFDC  fami- 
lies to  have  previously  qualified  for  Medicaid.  Because  the  AFDC 
benefits  would  raise  their  incomes,  the  families  eligible  for  food 
stamps— an  estimated  50  percent  of  the  new  AFDC  families^ would 
receive  fewer  food  stamp  benefits.  Costs  in  the  Food  Stamp  pro- 
gram are  estimated  to  fall  by  $0.1  billion  or  less  in  1986. 

TABLE  5-2.-T0TAL  COSTS  Of  LIBERALIZING  ASSET  RESTRICTIONS  IN  AFDC,  BY  PROGRAM 


[By  fiscal  year,  in  billions  of  dollars] 


1986 

1987 

1988 

1989 

1990 

Federal  costs: 

AFDC  

Food  stamps  

Medicaid  

0.1  to  0.3 

 (')to  (0.1) 

(MtoO.l 

0.1  to  0.3 
(")  to  (0.1) 
(•)  to  0.1 

0.1  to  0.3 
(')  to  (0.1) 
(•)  to  0.1 

0.1  to  0.3 
(')  to  (0.1) 
(•)  to  0.2 

0.1  to  0.3 
(')  to  (0.1) 
(•)  to  0.2 

Subtotal 

  0.1  to  0.3 

0.1  to  0.3 

0.1  to  0.4 

0.1  to  0.4 

0.1  to  0.4 

State  costs: 
AFDC  

.    0.1  to  0.3 

0.1  to  0.3 

0.1  to  0.3 

0.1  to  0.3 

0.1  to  0.3 

Medicaid  

..  .   (•)  to  0.1 

(•)  to  0.1 

(•)  to  0.1 

(•)  to  0.1 

(•)  to  0.1 

Subtotal  

0.1  to  0.4 

0.1  to  0.4 

0.1  to  0.4 

0.1  to  0.4 

0.1  to  0.4 

Total  costs: 

AFDC  

Food  stamps  

Medicaid  

0.2  to  0.6 

  (')  to  (0,1) 

  0.1  to  0.2 

0.2  to  0,6 
(')  to  (0.1) 
0.1  to  0,2 

0.2  to  0.6 
(')  to  (0.1) 
0.1  to  0.3 

0.2  to  0.6 
(')to(O.l) 
0.1  to  0.3 

0.2  to  0.6 
(')  to  (0.1) 
0.1  to  0.3 

Total  

0.2  to  0.7 

0.2  to  0.7 

0.2  to  0.7 

0.3  to  0.8 

0.3  to  0.8 

» less  than  $50  million. 

Note.— Numbers  in  parentheses  are  negative  quantities. 
Source:  Congressional  Budget  Office. 


Alternative  Asseti  Levels 

Many  alternatives  to  the  current  asset  restrictions  or  to  those 
proposed  in  H.R.  4920  exist.  This  section  deals  with  two.  (1)  raising 
the  limit  to  $1,500  from  $1,000,  leaving  all  other  asset  rules  the 
same,  and  (2)  eliminating  asset  restrictions. 

If  the  asset  limit  in  AFDC  were  set  at  $l,500~the  current  limit 
in  the  Food  Stamp  urogram— an  estimated  10,000  to  85,000  families 
would  become  elir.ijle  for  AFDC  and  begin  to  participate  in  the 
program.  Costs  in  the  AFDC  program  alone  would  range  from  less 
than  $50  million  to  $0.3  billion  in  1986  (see  Table  5-3). 
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TABLE  5-3,  -AFDC  COSTS  OF  ALTERNATIVE  LIBERALIZATIONS  OF  ASSET  RESTRICTIONS 
[By  fiscal  year,  in  billions  of  dollars] 

1986  1987  1988  1989  1990 


$1,500  LIMIT 

Federal   (»)to0.2   (»)to0.2   (MtoO.2   (»)to0.2  (»)to0.2 

State   (')to0.2   (')to0.2   (')to0.2   (')to0.2  (')to0.2 

Total   (M  to  0.3  (»)to0.4  (»)to0.4  (»)to0.4  0.1  to  0.4 

NO  LIMIT 

Federal   0.4  to  0.8  0.4  to  0.9  0.4  to  0.9  0.4  to  0.9  0.5  to  1.0 

State  ^   0.3  to  0.7  0.3  to  0.7  0.4  to  0.8  0.4  to  0.8  0.4  to  0.8 

Total   0.7  to  1.5    0.8  to  1.6    0.8  to  1.7    0.8  to  1.7    0.8  to  1.8 

'  Less  than  $50  million. 

Note.-Costs  are  those  in  AFDC  alone,  costs  for  Medicaid  and  Food  Stamps  are  not  included. 
Source;  Congressional  Budget  Office. 

If  the  asset  restrictions  were  removed,  the  number  of  families 
newly  eligible  for,  and  participating  in,  AFDC  would  rise  signifi- 
cantly-by  an  estimated  200,000  to  425,000,  or  5  percent  to  12  per- 
cent of  current  families.  AFDC  costs  alone  would  range  from  $0.7 
billion  to  $1.5  billion  in  1986.  For  both  of  these  alternatives.  Medic- 
aid expenditures  would  increase  hy  more  than  Food  Stamp  expend- 
itures would  decrease. 
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CHAPTER  VI.  REDUCING  STATES'  FINANCING  SHARES  FOR 
INCREASES  IN  AFDC  BENEFITS 

States  and  localities  determine  benefit  levels  in  Aid  to  Families 
with  Dependent  Children  and  share  in  the  program's  financing 
with  the  federal  government.  In  the  aggregate,  AFDC  benefit  levels 
have  risen  over  time  but  by  much  less  than  the  rise  in  prices.  In 
constant  dollars,  the  median  maximum  benefit  for  a  four-person 
family  with  no  income  fell  by  33  percent  from  July  1970  to  January 
1985.  To  encourage  states  and  localities  to  raise  AFDC  benefits 
more  in  line  with  price  increases,  H.R.  4920  would  decrease  a 
states  financing  share  by  30  percent  for  all  AFDC  benefit  in- 
creases. 

The  costs  of  this  proposal  would  depend  on  how  states  responded 
to  the  incentive  provided  in  the  bill.  Because  their  responses 
cannot  be  known — or  even  reliably  estimated— a  range  of  costs  is 
shown.  The  minimum  cost  would  occur  if  states  were  to  increase 
benefits  no  more  than  under  current  law,  retaining  any  savings 
from  the  lower  financing  shares  for  their  normal  benefit  increases. 
Total  costs  would  then  be  zero,  and  AFDC  beneficiaries  would  be 
no  better  off.  States  would  save  an  estimated  $0.1  billion  in  1986, 
equal  to  the  federal  government's  cost  (see  Table  6-1).  As  estimated 
by  CBO,  the  maximum  cost  would  occur  if  states  were  to  retain 
none  of  the  savings  from  their  lower  financing  shares  but  instead 
were  to  pass  them  on  in  the  form  of  increased  AFDC  benefits.^ 
Under  this  assumption,  states  would  spend  exactly  what  they 
would  have  spent  under  current  law,  and  beneficiaries  would  be 
better  off.  Total  costs--all  federal  -would  be  $0.2  billion  in  1986, 
rising  to  $0.9  billion  by  1990.  Costs  would  rise  sharply  over  time  as 
benefit  increases  accumulated. 


TABLE  6  1.  -  TOTAL  COSTS  OF  REDUCING  STATES  FINANCING  SHARES  FOR  INCREASES  IN 

AFDC  BENEFITS 

[By  fiscal  year,  in  billions  of  dollars] 


1986 

1987 

1988 

1989 

1990 

Federal  

Stale  

0.1  to  0.2 
  (0.1)  to  0 

0.2  to  0.4 
(0.2)  to  0 

0.3  to  0.6 
(0.3)  to  0 

0.3  to  0.7 
(0.3)  to  0 

0.4  'to  0.9 
(0.4)  to  0 

Total 

0  to  0.2 

0  to  0.4 

0  to  0.6 

0  to  0.7 

0  to  0.9 

Note  Numbeib  m  parentheses  are  negative  quantities.  Costs  include  those  in  Ihe  AFDC  and  Food  Stamp 
Dtogiams.  (Costs,  oi  savings,  foi  each  progiam  aie  siiovyn  m  Table  6  S.i  Additional  costs  in  AFDC  and  Medicaid 
lot  newly  eligible  families  lesulting  ftom  any  inciease  m  income  cutoff  levels  have  not  been  estimated,  they 
would  be  relatively  small,  however,  and  costs  would  remain  within  the  range  shown  above. 

Source:  Congressional  Budget  Office. 


^  In  theur>.  vosUt  would  be  even  highei  because  ^me  &Utte&  might  bo  «nduc^  lu  acluall>  spend 
mure  mune>  lhan  ihay  had  been  bptudiut,  befure  un  benefit  tUy^mjibv^.  Bui  in  practice,  looking  at 
all  statcb  in  the  aggregate:.  vo9t6  wuuld  not  exceed  vi  prubabl>  evtn  apprckah  ih^  upper  end 
of  the  range. 
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Benefit  Levels  in  AFDC  Over  Time 

Aid  to  Families  with  Dependent  Children  is  one  of  the  few  major 
income  support  programs  that  is  not  indexed;  that  is,  in  which  ben- 
efits do  not  automatically  rise  with  prices.  Social  Security,  the  fed- 
eral guarantees  in  Supplemental  Security  Income,  and  food  stamp 
benefits  are  all  indexed,  but  they  are  also  primarily  federal  pro- 
grams. In  AFDC,  states  set  benefit  levels,  and  the  decline  in  maxi- 
mum benefits  in  constant  dollars  has  been  almost  universal  among 
the  states  {see  Table  6-2).  During  the  1970-1985  period,  benefits 
kept  pace  with  inflation  in  only  three  states— California,  whose 
AFDC  benefits  are  automatically  indexed,  Maine,  and  Wisconsin. 

TABLE  6-2.-CHANGES  IN  AFDC  MAXIMUM  BENEFITS  FOR  A  4-PERSON  FAMILY,  BY  STATE, 

1970-85 


Maximum  benefit  (dollars)        Changes  (percent) 


Alabama  

Alaska  

Arizona  

Arkansas  

California  

Colorado  

Connecticut  

Delaware  

District  of  Columbia.. 
Florida  

Georgia  

Hav/aii  

Idaho  

Illinois  

Indiana  

Iowa  

Kansas  

Kentucky  

Louisiana  

Maine  

Maryland  

Massachusetts  

Michigan  


h]\t  1Q7n 

Jul/  ls7lU 

Januaiy 
1985 

Current 
dollars 

Constant 
dollars 

81 

147 

81 

-33 

375 

800 

113 

-21 

167 

282 

69 

-38 

100 

191 

91 

-29 

221 

660 

199 

10 

235 

420 

79 

-34 

330 

636 

93 

-29 

187 

336 

80 

-34 

238 

399 

68 

-38 

134 

284 

112 

-22 

133 

245 

84 

-32 

263 

546 

108 

-23 

242 

344 

42 

-48 

282 

368 

30 

-52 

150 

316 

111 

-22 

243 

419 

72 

-36 

244 

422 

73 

-36 

187 

246 

32 

-51 

109 

234 

115 

-21 

168 

465 

177 

2 

196 

376 

92 

-29 

314 

463 

4/ 

-46 

263 

512 

95 

-28 
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TABLE  6-2.  -  CHANGES  IN  AFDC  MAXIMUM  BENEFITS  FOR  A  4-PERSON  FAMILY,  BY  STATE. 

1970-85— Continued 

Maximum  benefit  (dollais)        Changes  (percent) 

i„i„  io7n  January  Current  Constant 
July  1970       1985         ^^^^^^  ^5,13,5 


Minnesota   299  611  104  -25 

Mississippi   70  120  71  -37 

Missouri   130  308  137  -13 

Montana   228  425  86  -31 

Nebraska   200  420  110  -22 

Nevada   143  279  95  -28 

New  Hampshire   294  429  46  -46 

New  Jersey   347  443  28  -53 

New  Mexico   182  313  72  -37 

New  York   336  56')  68  -38 

North  Carolina   158  244  54  -43 

North  Dakota   261  454  74  -36 

Ohio   200  360  80  -34 

Oklahoma   185  349  89  -30 

Oregon  ,   225  468  108  -23 

Pennsylvania   313  444  42  -48 

Rhode  Island   263  547  108  -23 

boulh  Carolina   103  229  122  -18 

South  Dakota   300  371  24  -54 

Tennessee   129  168  30  -52 

Texas   179  201  12  -59 

Utah   212  425  100  -26 

Vermont   304  622  105  -24 

Virginia   261  379  45  -46 

Washington   303  561  85  -32 

West  Virginia   138  249  80  -33 

Wisconsin   217  636  193  8 

Wyoming   227  310  17  -^^5^ 

Median  State   221  379  81  -33 


Source  Congressional  Budret  Office  using  data  from  Committee  on  Ways  and  Means,  U.S  Hcuse  of 
Repiesentativei,  Bachgiound  Mateiial  and  Oaia  on  Piuciams  Within  the  Jurisdiction  of  Iht  Committee  on  Ways 
and  Means,"  Cvmmiltee  Print  99-2  (February  22, 19851  Table  10,  pp.  352-353. 

Such  a  decline  in  benefits  in  constant  dollars  means  that  benefi- 
ciary families  are  able  to  bu>  fewer  goods  and  services  over  time. 
Because  most  AFDC  families  receive  food  stamps,  however,  their 
food  consumption  is  at  least  partially  protected  hy  the  indexing  of 
food  stamps,  as  are  their  health  expenditures  hy  their  receipt  of 
Medicaid.  Also,  the  constant  dollar  decline  in  AFDC  benefits  means 
that  fewer  families  with  other  sources  of  income  are  eligible  for 
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AFDC  over  time  because  their  non-AFDC  incomes  are  likely  to 
have  risen  by  more  than  the  AFDC  income  cutoff  points. 

The  decline  in  AFDC  benefits  in  constant  dollars  was  continuous 
during  the  1970-1984  period  (see  Table  6-3).  During  the  1970-1975 
and  1975-1980  periods,  prices  increased  about  twice  as  fast  as  the 
AFDC  maximum  benefit  of  the  median  state.  When  inflation  was 
particularly  high  and  real  wages  declined-— as  in  1973-1975  and 
1979-1980— AFDC  maximum  benefits  fell  the  most  in  real  terms. 
After  1980,  prices  increased  almost  four  times  as  fast  as  AFDC 
maximum  benefits,  as  the  states  faced  large  budget  deficits  result- 
ing in  part  from  the  severe  recession. 

TABLE  6-3.--INCREASES  IN  PRICES  AND  AFDC  MAXIMUM  BENEFITS,  1970-1184 


(In  percent] 


Consumer  Price 
Index 

AFDC  maximum 

benefit  of 
median  stale ' 

1970  to  1975  

  39 

19 

1975  to  1980  

  53 

33 

1980  to  1984  

  26 

7 

^  » Maximum  benefit  is  for  a  family  of  four 


Source.  Inaeases  in  Consume!  Pnce  Index  computed  b>  !}ongrei>siona!  Budget  Office  from  Bureau  of  Labor 
Statistics  data,  inacases  m  AfDC  benefits  fiom  dati  m  Committee  on  Ways  and  Means,  "BacKcround  Malenal 
and  Data  On  Programs  Within  the  Jurisdiction  of  the  Committee  on  Ways  and  Means/'  Commillee  Print  99  2 
(February  22.  1985).  p.  351, 

Interactions  between  the  AFDC  and  Food  Stamp  programs  may 
also  have  affected  the  growth  in  AFDC  benefits.  Legislation  in  the 
early  19703  expanded  the  Food  Stamp  program  significantly, 
making  it  available  nationwide  and  indexing  its  benefits.  In  fact, 
for  a  family  who  had  not  been  receiving  food  stamps  (or  food  com- 
modities) in  1970,  the  sum  of  AFDC  and  food  stamp  benefits  grew 
slightly  in  real  terms  through  1979.^  This  ^owth  in  food  stamps  no 
doubt  led  states  to  moderate  the  growth  m  AFDC  benefits.  More- 
over, the  Food  Stamp  program  makes  it  more  costly  for  states  to 
raise  AFDC  benefits  because  of  the  resulting  decline  in  food  stamp 
benefits,  for  many  families,  a  $1.00  rise  in  AFDC  reduces  their  food 
stamp  benefit  by  30  cents.  Without  food  stamps,  a  state  with  an 
AFDC  financing  share  of  50  percent  would  have  to  spend  $5.00  to 
increase  a  family's  benefits  by  $10.00,  with  food  stamps,  the  state 
would  have  to  spend  $7.14.^ 

By  1983  and  1984,  the  rise  in  prices  had  slowed  markedly  to 
around  3.5  percent  to  4.5  percent  a  year.  If  inflation  were  to 
remain  low,  this  alone  would  do  much  to  reduce  the  constant  dollar 
decline  in  AFDC  benefits.  Also,  with  the  recession  ended  and 


*  See  Richard  A.  Kaatcn  and  John  E  Todd,  'Transfer  Recipient  and  the  Poor  During  th« 
1970  in  Rtcharti  Zcckhauaer  <»nd  Derek  Leebaert,  eds.  What  Role  for  Government  (Durnam. 
Duke  University  Press,  1983).  . ,  t_  . 

» For  the  familv  to  receive  an  added  $10.00.  the  increased  AFDC  benefit  would  have  to  be  hish 
enough  to  cover  tho  lost  food  itampe- JU.28  i$14.28-.3  i$14.28;*  $10.00).  The  aUte  s  share  of  the 
$14.^  would  be  $7.14. 
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states*  fiscal  situations  improved,  AFDC  benefits  have  been  grow- 
ing more  rapidly.  At  least  over  the  near  future,  then,  constant 
dollar  AFDC  .»enefit&  shou'd  not  decline  much  and  could  even  rise 
slightly. 

Costs  and  Effects  of  Reducing  States'  Financing  Shares 

To  encourage  further  grov^th  in  AFDC  benefit  levels,  H.R.  4920 
would  provide  states  with  an  incentive  to  raise  benefits.  This  incen- 
tive would  take  the  form  of  a  30  percent  reduction  in  the  state  s 
financing  share  for  all  AFDC  benefit  increases  after  November  30, 


Under  current  law,  both  states  and  the  federal  government  share 
in  the  financing  of  AFDC.  States  in  the  aggregate  currently  pay  for 
46  percent  of  benefit  payments,  and  the  federal  government  pays 
for  TA  percent.  Relative  shares  vary  among  states,  however,  de- 
pending  on  a  state's  per  capita  personal  income.  No  state  pays 
more  than  the  legislated  50  percent  maximum,  and  in  1986-1987 
the  minimum  state  share  will  be  21.58  percent  (in  Mississippi). 

Under  H.R.  4920,  a  state  with  a  50  percent  financing  share  would 
have  this  share  reduced  by  15  percentage  points  (.50a.30~.15)  to 
35  percent  for  all  benefit  increases  after  November  1984.  The  feder- 
al government  would  pay  for  65  percent  of  this  state  s  benefit  in- 
creases. A  state  with  a  22  percent  financing  share  would  have  its 
share  reduced  by  only  7  percentage  points  (.22 a. 30 — 07)  to  15  per- 
cent, the  federal  government  would  pay  for  85  percent  of  this 
state's  benefit  increases. 

Implementation  of  this  proposal  would  require  calculation  of  new 
weighted  average  financing  bhares,  where  the  weights  would  be  the 
shares  of  pre- Nov  ember  1984  benefits  and  post-November  1984  ben- 
efits to  total  benefits.  For  example,  take  a  state  with  50  percent  fi- 
nancing share  and  a  $350  AFDC  benefit  (to  a  th.-^ee-person  family 
with  no  other  income)  in  Jul>  1984.  If  the  state  were  to  increase  its 
payment  3.5  percent  a  year,  or  S25,  to  $375  by  July  1986,  then  its 
1986  financing  share  would  decline  to  49  percent  (.50  a  350/ 
375^.35x25/375^.49).  A  similar  calculation  would  be  done  for 
each  family  size,  and  an  overall  financing  share  would  be  calculat- 
ed based  on  the  composition  of  the  caseload  by  family  size. 

The  effectiveness  of  this  provision  in  raising  AFDC  benefits 
would  depend  on  the  behavior  of  states.  States  who  would  have  in- 
creased benefits  under  current  law  would  find  their  financing 
share,  and  thus  their  expenditures,  reduced.  How  much  of  their 
savings  would  they  use  to  raise  AFDC  benefits  and  how  much 
would  the>  retain  or  use  for  other  purposes?  States  who  would  not 
have  increased  benefits  would  now  find  it  less  costly  to  do  so,  al- 
though the>  would  still  have  higher  costs.  How  likely  is  it  that  the 
reduced  cubt  of  benefit  increases  would  Induce  these  states  to  grant 
increases?  Although  the  above  questions  cannot  be  answered  with 
any  certainty,  both  common  sense  and  the  evidence  indicate  that 


*HR  pru^ides  fur  a  reduci-d  sUjU.  share  fur  all  benefit  <ncrea>t'j«  after  Nu4» ember  .10. 

2M  It  fcxptvtcd*  hovye^iK  ih-it  th»  bill  re*ftirodau.*d  ihm  vear  move  ihe  date  fprvnard  a 
>ear,  and  CBO's  t-htimatcji  were  b.i^^^J  on  a  VM  d.sio 
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at  least  some  states  would  be  induced  b>  their  lower  financing 
shares  to  raise  AFDC  benefits.* 

Because  the  magnitude  of  such  benefit  increases  is  uncertain, 
CBO  developed  two  scenarios  to  show  a  range  of  effects.  In  the  first 
scenario,  states  would  give  no  additional  benefit  increases.  Those 
states  who  would  increase  their  benefit  levels  anyway  would  have 
savings  equal  to  about  $0.1  billion  in  1986  and  $0.4  billion  in  1990 
(see  Scenario  I  in  Table  6-4).  The  federal  government  would  have 
offsetting  costs,  total  costs  would  be  zero,  and  families  would  be  no 
better  off.  The  average  federal  matching  rate  would  rise  from  54 
percent  now  to  56  percent  by  1990. 

In  the  second  scenario,  states  would  continue  to  spend  exactly 
what  they  would  &pend  under  current  law-- in  effect,  funneling 
their  savings  into  benefit  increases.  Total  costs  of  the  provision  are 
estimated  to  be  $0.2  billion  in  1986  and  $0.9  billion  in  1990  (see  Sce- 
nario II  in  Table  6-4).  All  of  these  costs  would  be  borne  by  the  fed- 
eral government.  Some  AFDC  families  would  have  additional  bene- 
fits, if  all  current  AFDC  families  were  to  benefit,  their  monthly 
benefit  increases  would  average  $7  in  1986  and  .$29  in  1990.  The  av- 
erage federal  matching  rate  would  be  57  percent  by  1990. 


TABLE  6  4.   LffLCTS  Of  REDUCING  STATES  FINANCING  SHARES  FOR  INCREASES  IN  AFDC 
BENEFITS.  1986  AND  1990 


Costs  (bJffons  of  dCf'Iars)  Families  affected  » 

Averape  ^^^'^l 
Number    ^.S,  \^n  i  i    matcnin?  rale 
Fe^fcra!      State       Total       {rr.i!.  (percent) 

  (dollars) 

Scenario  L  States  Give  No  Additional  Benefit  Increases 

1986   0.1     ^0.1        0        0  0  55 

1990   .4      -.4        0        0  0  56 

Scenario  IL  States  Maintain  Their  Spending  and  Benefits  Increase 

1986.   0.2        0       0.2       3.7  7  55 

1990.........   ,9        0        .9       3.6  29  57 

'  Ttiese  estimate^  assume  that  ail  current  AFDC  families  would  gam  Jn  leaMy,  some  itdtes  would  not  ra'se 
l)enefjts  at  all  and  km  families  Aou'd  gam,  but  liie  benefit  inueasei  of  ttio:>e  who  did  gain  would  tie  laiger 

Source  Congressional  Budget  Office 

Neither  of  these  two  extremes  is  a  likely  outcome.  At  the  mid- 
point of  the  range,  federal  costs  would  be  $0.2  billion  in  1986  and 
$0.7  billion  in  1990,  and  state  savings  would  be  $0.1  billion  and  $0.2 
billion,  respectively.  With  this  scenario,  all  affected  states  could 
keep  one-half  of  tiieir  savings,  funneling  the  other  half  into  higher 
benefits,  or,  one-half  of  the  affected  states  could  funnel  all  of  their 


^  MaUhing  rate^  havt  betn  found  tu  be  d  sjKnificant  factor  affecttnc  state  AFDC  benefit 
}t\eh.  atone  ^ith  uther  favtuf>  .^uch  a>  incumt-  levelsi  Set"  Laro  L  Orr.  Income  Transfers  as  a 
Publi<.  Good  An  Application  to  AFDC, '  American  Economtc  Roview  <June  1976) 
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savings  into  higher  btnefits  while  the  other  half  kept  all  of  their 
savings. 

EFFECTS  ON  FOOD  STAMPS  AND  MEDICAID 

Any  additional  increase  in  a  family's  AFDC  benefits  would 
reduce  its  food  stamp  benefits.  Under  the  first  scenario  in  which 
states  would  give  no  additional  benefit  increases,  th^re  would  be  no 
effect  on  food  stamps,  as  shown  in  Table  for  the  lower  end  of 
the  range.  Under  the  second  scenario  in  which  states  would  give 
benefit  increases,  food  stamp  costs  would  decline  by  $0.1  billion  in 
1986  and  $0.3  billion  in  1990  (see  the  upper  end  of  the  range). 

TABLt  6  5.  -TOTAL  COSTS  OF  REDUCING  STATES'  FINANCING  SHARES  FOR  INCREASES  IN 
AFDC  BENEFITS,  BY  PROGRAM 

(By  fiscal  year,  rn  bJIions  of  dollars) 


1986  1987  1988  1989  199D 


Federal  costs 

AFDC   0.1  (0  0.3  0  2  lo  0-6  0.3  to  0.8  0.3  to  1.0  0.4  to  1.3 

Food  stamps.  ...  00  to  (0.1)  0.0  to  (0.2)  0.0  to  (0.2)  00  to  (03)  0.0  to  (0.3) 

Subtotal  .  01  to  0.2  0.2  to  0.4  0.3  to  06  0.3  to  0.7  0.4  to  0.9 

State  costs 

AFDC  ...    ....  (0 1)  to  0.0  (0.2)  to  0.0  (0  3)  to  0.0  (0.3)  to  0.0  (0.4)  to  0.0 

Food  stamps .   .„.,.  

Subtotal..  (0.1)  to  0  0  (0.2)  to  0.0  (0.3)  to  0.0  (0  3)  to  0.0  (0.4)  to  0.0 

Total  costs 

AFDC  .   0.0  to  0  3  0.0  to  0.6  0  0  to  0  8  0.0  to  1.0  0.0  to  1.3 

Food  stamps   O  q^to(Ol)  0.0  to  (0.2)  0.0  to  (0.2)  0.0  to  (0.3)  0.0  to  (0.3) 

Tola!    0.0  to  0.2  0.0  to  0.4  00  to  06  0.0  to  07  0.0  to  0.9 


Note  —Numbers  in  parenllieses  are  negative  quanlitjes 
Source  O)ngress'0n3l  Budget  Office 

No  costs  are  shown  for  the  Medicaid  program.  Under  the  first 
scenario,  there  would  be  no  costs  becaube  benefit  levels  would  be 
unchanged,  and  no  families  would  be  newly  eligible  for  AFDC. 
Under  the  second  scenario,  there  would  be  some  additional  Medic- 
aid costs  because  the  higher  AFDC  benefit  levels  would  make  some 
families  newly  eligible  for  AFDC  and,  henct,  for  Medicaid.  But  the 
number  of  newly  eligible  families  cannot  be  estimated  with  any  re- 
liability, and  their  AFDC  and  Medicaid  costt  would  be  small  in  any 
event.  Estimated  costs  of  this  provision,  even  with  these  additional 
costs,  would  still  be  expected  to  fall  within  the  range  shown. 
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CHAPTER  VII.  ENACTING  THE  PACKAGE  OF  PROPOSALS 

The  effects  on  both  government  costs  and  families  from  enacting 
simultaneously  all  of  the  proposals  discussed  in  previous  chapters 
would  be  considerably  more  than  the  sum  of  each  proposal*s 
effects.  Because  of  interactions  among  the  proposals,  more  families 
would  become  eligible  for  Aid  to  Families  with  Dependent  Chil- 
dren, and  benefits  of  many  families  would  be  higher. 

This  package  of  proposals— mandating  a  minimum  benefit,  ex- 
tending benefits  to  two-parent  families,  increasing  deductions  from 
income,  liberalizing  asset  restrictions,  and  reducing  states'  financ- 
ing  shares  for  increases  in  AFDC  benefits— would  represent  a 
major  expansion  of  the  AFDC  program.  AFDC  costs  would  be  one- 
third  higher  in  1986  and  almost  three-fifths  higher  by  1990.  The 
number  of  families  receiving  AFDC  would  be  almost  40  percent 
higher. 

The  estimated  cost  of  the  package  of  proposals  would  be  $5.3  bil- 
lion in  1986  (see  Table  7-1).  The  federal  government  share  would 
be  $3.3  billion  and  the  share  of  states  and  localities,  $2.0  billion.  By 
1990,  the  cost  would  rise  to  $11.3  billion.  As  a  result,  more  than  3.8 
million  low-income  families  would  be  better  off. 


TABLE  7-l.~T0TAL  COSTS  OF  ENACTING  THE  PACKAGE  OF  PROPOSALS 

(By  fiscal  year,  in  billions  of  dollars) 


1986 

1987 

1933 

1989 

1980 

Federal  

  3.3 

5.4 

6.0 

6.4 

6.9 

Stale  

  2.0 

3.5 

3.9 

4.2 

4.4 

Total  

  5.3 

9.0 

9.9 

10.6 

11.3 

Note,  — Cost^  jntlude  Ihose  m  the  AFDC,  Medicaid,  food  Stamp,  and  Genejal  ^stance  procrams.  Costs  have 
b^u  ddiu;>ted  iui  add^  ddmini;>iidtiy&  u)sto.  benefit  U};>tb  t)euu^  ot  .eduued  Aork  eifort,  and  ] educed 
benefit  costs  m  1986  and  1987  because  newly  eligible  families  ^ould  go  onto  AF[)C  only  over  time. 

Source:  Congressional  Budget  Office. 


The  above  estimates  include  effects  in  the  AFDC,  Medicaid,  Food 
Stamp,  and  &tate  General  Assistance  programs,  as  developed  in  the 
earlier  chapters.  The>  also  include  some  adjustments  to  costs  not 
shown  earlier. 

Costs  and  Effects  of  the  Package  of  Proposals 

The  additional  costs  of  each  proposal  as  it  is  added  to  the  pack- 
age would  be  significantly  more  than  the  costs  of  that  proposal  if  it 
were  enacted  alone.  The  number  of  families  made  better  ofF  would 
also  be  higher.  This  section  analyzes  these  additional  costs  and 
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magnified  effects.  First,  costs  in  AFDC  alone  and  the  effects  of  the 
increased  AFDC  benefits,  are  discussed.  Then  effects  on  Medicaid, 
Food  Stamps,  and  General  Assistance  are  shown.  Finally,  the  ad- 
justments to  costs  noted  above  are  considered. 

TABLE  7-2.-AFDC  COSTS  FROM  ENACTING  THE  PACKAGE  OF  PROPOSALS 

[By  fiscal  year,  in  billions  of  dollars] 


Combinalions  of  proposals  1986       1987       1388       1989  1990 


Enact  1  and  2: 

Federal   3.4  3.6  3.9      4.1  4.3 

State   13  14  1.6  1,7_  19 

Total   ^,  JI7_.  5.1  5.8  6^ 

Enact  1, 2,  and  3: 

•ederai   4.2  4.5  4.7      5.0  53 

State   1.8  1.9  2.1       2.3  2.4 


Total   6.0      6.4       6.8      7.3  7.7 


Enact  1, 2, 3,  and  4: » 

Federal   4.4      4.7      5.0      5.3  5.6 

State   2.0      2.1       2.3      2.5  2.7 


Total   6.4  .,.  6-8      7.3  _  ^8  U 


Enact,  1,  2, 3, 4,  and  5:  ^ 

Federal.......   4.8      5.3      5.7      6.1  6.6 

State   1.9      2.0      2.1       2.3  2.4 


Total   6.7       7.2      7.8      8.4  9.0 


'*  Estimates  use  the  midpoints  vf  the  janges  presented  la  Chaptei  V  for  lit>eraliMtion  of  asset  restrictions. 
*  Estimates  use  the  midpoiiits  of  the  ranges  presented  in  Chapters  V  and  VI  for  liberalization  of  asset 
restrictions  and  for  reducing  states"  financing  snares  for  increases  tn  AFDC  benefits. 

Note  Adjustments  to  costs  foi  admtmstiation,  leduced  work  effort,  and  the  giaduai  phase-in  ol  ne'w  families 
are  not  included  N'or  are  effects  on  Medicaid.  Food  Stamps,  and  General  Assistance. 

Key  to  H.R.  4920  proposals- 
1.  Mandate  a  minimum  benefit 

2  Extend  benefits  to  two-parent  families, 

3  Increase  deductions  from  income 

4  Liberaljze  asset  restrictions 

5  Reduce  states'  financing  shares  for  increases  m  AFDC  benefits 
Source  Congressional  Budget  Office. 


AFDC  COSTS  AND  EFFECTS  ON  FAMILIES 

The  cobts  in  AFDC  alone  of  combinations  of  proposals  are  shown 
in  Table  7-2,  Table  7-3  shows  the  number  of  families  affected  by 
these  same  combinations.  Mandating  a  minimum  benefit  in  AFDC 
at  the  65  percent  of  povert>  level  discussed  in  Chapter  II,  together 
with  extending  benefits  to  al!  two-parent  families  with  low  in- 
comes, would  cost  $4.7  billion  in  1986  and  $6.2  billion  in  1990.  Be- 
cause the  minimum  benefit  would  raise  the  AFDC  income  cutoff 
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point,  about  80,000  more  two-parent  families  would  become  eligible 
for  AFDC— that  is,  80,000  more  than  were  estimated  to  be  eligible 
by  simply  adding  the  effects  of  the  two  proposals  if  each  were  en- 
acted alone.  Also,  some  other  twoparent  families  living  in  states 
affected  by  the  minimum  benefit  would  receive  higher  AFDC  bene- 
fits. These  interactions  would  add  an  estimated  $0.3  billion,  or  5 
percent  to  6  percent,  to  the  combined  cost  of  the  two  proposals 
when  estimated  separately.  ^ 


TABLE  7-3.-NUIV1BER  OF  FAMILIES  AFFECTED  BY  THE  PACKAGE  OF  PROPOSALS,  1986 

(In  millions] 


Combinations  of  proposals 

Current  families 

New  families 

Total  families 

Enact  1  and  2  

2.2 

0.7 

2.9 

Enact  1, 2,  and  3  

2.3 

1.4 

3.7 

Enact  1,2, 3,  and  4 »  

2.3 

1.5 

3.8 

Enact  1, 2, 3, 4,  and  5  ^  

2.3+ 

1.5 

3.8+ 

'  Estimates  jse  the  midpoint!)  of  the  [anges  presented  in  Ctiaptei  V  foi  litTeidlizatton  ot  asset  restrictions. 
^  Because  of  the  uncertdint)  with  the  effects  of  the  pioposal  to  reduce  states  immmg  shares,  <t  is  not 
possi!)!e  to  know  haw  many  additional  families  currently  receiving  AFX  would  t)e  made  better  off. 

KeytoHR.  4920  proposals 

L  Mandate  a  minimum  tienefit 

2  Extend  benefits  to  two-parent  families. 

3.  Increase  deductions  from  income. 

4.  Liberalize  asset  restrictions 

5.  Reduce  states'  financing  shares  for  increases  \n  ^FDC  benefits 
Source:  Congress'ona!  Budget  Office, 

Increasing  deductions  from  income,  mandating  a  minimum  bene- 
fit, and  extending  benefits  to  two  parent  families  would  cost  $6.0 
billion  in  1986  and  $7.7  billion  in  1990.  Costs  of  the  three  proposals 
combined  would  rise  substantially  because  of  interactions — hy  $1.1 
billion,  or  23  percent,  in  1986.  A  rise  in  the  number  of  newly  eligi- 
ble and  participating  families  is  the  major  reason  for  the  higher 
costs,  although  families  who  woulu  begin  to  participate  in  AFDC 
because  of  the  minimum  benefit  and  two-parent  family  proposals 
would  also  receive  higher  benefits  because  of  the  increased  de- 
ductions. New  families  would  total  1.4  million,  as  shown  in  Table 
7-3— an  increase  of  0.6  million,  or  about  65  percent,  because  of 
interaction^.  Some  0.3  million  two-parent  families  would  be  added 
because  the  increased  income  deductions  would  raise  the  income 
cutoff  point  for  families  newly  eligible  with  the  extension  of  bene- 
fits to  all  low  income,  two- parent  families.  Another  0.1  million  two- 
parent  families  would  be  added  because  of  the  interaction  between 
the  minimum  benefit  and  two-parent  proposals  noted  earlier.  The 
remaining  0.2  million  would  result  from  a  further  rise  in  the 
income  cutoff  point  because  of  interactions  between  the  minimum 
benefit  and  income  deduction  proposals,  and  probably  also  from 


The  addiliunui  cwu»  rehuilmu  frMn*  inu?i  awl  tuns  bvtwtt*n  iht  proposals  are  tht  tubta  of  I  he 
combinaiion  propot»al^  over  and  abuvt:  the  i»um  the  i.ijf»ii>  of  c*i\jk  ^rupwal  iit  the  combina 
tion  if  they  were  enacted  separately. 
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larger  numbers  of  potentially  eligible  families  as  the  income  cutoff 
point  reached  portions  of  the  income  distribution  where  there  are 
more  families. 

Liberalizing  asset  restrictions  in  conjunction  with  the  three  pre- 
ceding proposals  would  cost  $6.4  billion  in  1986  and  $3.2  billion  in 
1990  The  interactions  would  add  another  estimated  45,000  new 
families  to  the  AFDC  program  and  $0.1  billion  to  costs.  These  fami- 
lies would  be  those  whose  incomes  made  them  newly  eligible  for 
AFDC  as  the  income  cutoff  points  were  increased  because  of  inter- 
actions, but  whose  assets  made  them  ineligible  before  the  asset  re- 
strictions were  liberalized. 

The  full  package  of  five  proposals  would  cost  an  estimated  $6.7 
billion  in  AFDC  in  1986  and  $9.0  billion  in  1990.  However,  the  esti- 
mated cost  of  the  last  proposal,  which  would  reduce  states'  financ- 
ing shares  for  increases  in  AFDC  benefits,  is  very  uncertain.  As  dis- 
cussed in  Chapter  VI,  there  is  no  way  to  know  how  states  would 
alter  AFDC  benefits  in  reaction  to  the  incentives  provided  by  their 
reduced  financing  shares.  Interactions  with  the  other  proposals 
make  this  uncertainty  even  greater.  Because  states  would  be  faced 
with  higher  expenditures,  they  would  be  less  likely  to  increase 
AFDC  benefit  kvels  voluntarily,  thus  reducing  the  costs  of  the  fi- 
nancing share  incentive.  ^  On  the  other  hand,  increases  in  benefits 
resulting  from  the  other  proposals  would  qualify  for  the  reduced 
state  financing  share,  raising  federal  costs  of  the  proposal  by  about 
$0  1  billion  in  1987  and  $0.2  billion  in  1990.  Most  of  these  costs  are 
for  interactions  with  the  minimum  benefit  proposal.  Initial  in- 
creases in  benefit  levels  necessitated  by  the  minimum  benefit  pro- 
posal would  not  qualify  for  the  reduced  state  financing  shares,  but 
later  increases— in  1987  and  beyond— would.  To  illustrate  costs  for 
the  package  of  proposals,  CBO  has  used  the  midpoint  of  the  ranges 
of  estimated  costs  shown  in  Chapter  VI  for  the  proposal  that  would 
reduce  states'  financing  shares. 

Of  the  3.8  million  families  made  better  off  by  the  total  package 
of  proposals,  L5  million  would  be  new  families  (see  Table  7-3).  Ap- 
proximately 1.0  million  of  the  new  families,  or  63  percent,  would  be 
two-parent  families. 


More  than  2.9  million  poor  families  (and  1.8  million  nonpoor 
families)  would  be  better  off  as  a  result  of  enacting  the  package  of 
proposals  (see  Table  7-4).  The  poverty  gap  would  be  $4.7  billion  less 
after  the  package  was  implemented,  a  decline  of  almost  one-third. 
Three-quarters  of  the  cost  of  the  proposals  would  go  to  closing  the 
poverty  gap.  About  300,000  families  w^ould  move  out  of  poverty, 
causing  a  10.4  percent  decline  in  the  poverty  rate  for  families  af- 
fected by  the  package  of  proposals.  About  three-fifths  of  the  fami- 
lies that  would  be  affected  would  be  poor. 

Among  all  families  with  children,  the  poverty  rate  would  decline 
by  5.3  percent.  Their  poverty  gap  would  drop  by  19.0  percent. 


*SUitey  affected  by  the  minimum  benefit  proposal,  however,  would  not  be  able  to  avoid  raising 
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TABLE  7-4.-ESTIMATED  EFFECTS  ON  POVERTY  OF  ENACTING  THE  PACKAGE  OF 
PROPOSALS,  1986 

Poverty  status  of  families  Poverty  status  of  all  families 
affected  by  the  proposal »  with  children  ^  

Poor    Nonpoor    Total      Poor    Nonpoor  Total 

Before  Enacting  the  Package 

Number  of  families  (millions)              2.9     1.8     4.7     5.7    26.9  32.6 

Percent                              62.2    37.8   100.0  17.5    82.5  100.0 

Poverty  gap  (billions  of  dollars)           14.6             14.6  24.8    24.8 

After  Enacting  the  Package 

Number  of  families  (millions)              2.6     2.1     4.7  5.4    27.2  32.6 

Percent                               55.8    44.2   100.0  16.6    83.4  100.0 

Poverty  gap  (billions  of  dollars)   9.9    9.9    20.1    20.1 

Change 

Numberof  families  (millions)   -0.3     0.3    --0.3  0.3   

Percent  -10.4    17.2   -5.3  1.1  

PoverW  gap  (billions  of  dollars)          -4.7   -4.7   -4.7   -4.7 

Percent  -32.3   -32.3  -19.0   -i9.0 

'  Numbeis  of  families  dre  those  on  AFOC  at  any  time  duim  the  yeai  Because  some  families  affected  l)y  the 
proposal  are  on  AFDC  only  part  of  the  year,  the  number  of  families  shown  here  (47  million)  is  greater  than 
Ihs  3  8  million  on  an  average  monthly  basis  shown  in  Table  7-3. 

^foi  all  fa"  lies  with  children,  poverty  counts  and  rates  before  implementing  the  package  are  published 
estimates  foi  mhl  See  Department  of  Commerce.  Bureau  of  the  Census.  "Characteristics  ol  the  Population 
Below  the  Poverty  Level  1982"  (Cuirent  Population  Reports.  Consumer  income,  Series  P  60.  No.  144,  March 
1984). 

Note.— Ellecls  ol  the  proposal  to  reduce  states  financina  shares  are  not  included  Also,  the  estimates  do  not 
include  the  effects  of  reduced  work  effort  or  of  a  gradual  pnase-in  of  new  families 

Source:  Congressional  Budget  Office« 

EFFECTS  ON  REGIONS 

The  effects  of  enacting  the  package  of  proposals  would  vary 
sharply  among  the  regions.  The  South  would  account  for  $3.1  bil- 
lion, or  49  percent,  of  the  package  s  AFDC  costs  in  1986  (see  Table 
7-5).  AFDC  payments  in  the  South  would  increase  by  one  and  one- 
half  times.  The  region's  disproportionate  share  reflects  mainly  the 
effects  of  the  minimum  benefit  proposal,  which  would  require 
every  southern  state  to  increase  its  AFDC  benefits. 
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TABLE  7-5.-EFFECTS  OF  ENACTING  THE  PACKAGE  OF  PROPOSALS,  BY  REGION  IN  1986 


Cufrent  families  New  families  Total  families 


AFOC  costs         Families  affected         AFOC  costs         Families  affected         AFDC  costs         Families  affected 


Amount 
(billions 

of 
dollats) 

Percent 
of  total 

NumlKr 
(mil- 
lions) 

Percent 
of  total 

Amount 
(billions 

of 
dollars) 

Percent 
of  total 

Numbers 
(mil- 
lions) 

Perccit 
of  total 

Amount 
(billions 

of 
dollars) 

Percent 
of  total 

Number 
(mil- 
lions) 

Percent 
of  total 

North  Central  

0.8 

26 

0.9 

39 

0.6 

19 

0.3 

20 

1.4 

22 

1.2 

31 

Northeast  

0.2 

6 

0.4 

16 

0.6 

18 

0.2 

15 

0.8 

12 

0.6 

16 

South  

1.9 

63 

0.9 

39 

1.2 

35 

0.6 

42 

3.1 

49 

1.5 

40 

West  

  0.2 

5 

0.1 

6 

0.9 

28 

0.4 

23 

1.1 

17 

0.5 

13 

Total  

3.1 

100 

2.3 

100 

3.4 

100 

1.5 

100 

6.4 

100 

3.8 

100 

4^ 

^  North  Central— Illinois.  Indiana,  Iowa.  Kansas.  Michigan.  Minnesota,  Missouri.  Nebraska.  North  Dakota.  Ohio,  South  Dakota,  and  Wisconsin, 
Northeast— Connecticut.  Maine,  Massachusetts,  New  Hampshire,  New  Jersey,  New  York.  Pennsylvania,  Rhode  Island,  and  Vermont, 

South  Alabama,  Aikdnl^a:>,  Deiawaie,  Mud  o\  Culumbid,  Fioitdd,  Geuigta,  Kentuchy,  Uuisiana,  Maryland,  Mississippt,  North  Cdioiina,  OKidnoma.  Suuih  Uioum,  lenne^ee,  hm, 
Virginia,  and  West  Virginia. 

West— Alaska,  Arizona,  California,  Hawaii,  Iddho,  Montana,  Nevada,  New  Mexico.  Oregon,  Utah,  Washington,  and  Wyoming, 

Note.— Eslimale^  are  approximate  They  excltide  effects  of  the  proposal  to  reduce  slate's  financing  shares  for  increases  in  AFDC  benefits. 

Source.  Congressional  Budget  Office 
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The  North  Central,  Northeast,  and  West  regions  would  account 
for  costs  of  $1.4  billion  (22  percent),  $0.8  billion  (12  percent),  and 
$1.1  billion  (17  percent),  respectively.  Their  AFDC  payments  would 
increase  less  in  percentage  terms,  by  30  percent  in  the  North  Cen- 
tral region,  19  percent  in  the  Northeast,  and  27  percent  in  the 
West. 

Affected  families  would  be  distributed  somewhat  more  evenly 
among  the  regions  than  would  co&tb.  But  the  South  would  still  have 
40  percent  of  affected  families. 

Costs  for  current  AFDC  families  would  be  distributed  among  the 
regions  much  more  unevenly  than  cost&  for  new  families.  While  63 
percent  of  the  costs  for  current  families  would  be  in  the  South, 
only  35  percent  of  the  costs  for  new  families  would  occur  there. 

EFFECTS  ON  FOOD  STAMPS,  MEDICAID,  AND  GENERAL  ASSISTANCE 

The  large  increase  in  AFDC  benefits  would  occasion  a  large  de- 
crease in  food  stamp  benefits.  Costs  in  the  Food  Stamp  program 
would  decline  by  an  estimated  $1.8  billion  in  1986  and  $2.4  billion 
in  1990  (see  Table  7-6). 

TABLE  /-6.-T0TAL  COSTS  OF  ENACTING  THE  PACKAGE  OF  PROPOSALS,  BY  PROGRAM 

[By  fiscal  year,  m  billions  of  dollars] 


1986       1987       1988       19ft9  1990 


4.8  5.3  5.7  6 J  6.6 
1.8  -1.9  -2.1  -2.2  -2.4 
1.3       1.4       L5       1.6  1.7 


4.4      4.8       5.1       5.5  5.5 


1.9       2.0       2.1       2.3  2.4 


Medicaid  ,   1.0  1.1  1.1  1.2  1.3 

General  assistance......     -0.1  -0.1  -0.1  -0.1  --0.1 

Subtotal.....   2.8  2.9  3.2  3.4  3.6 

Total  costs: 

AFDC  ,   6.7  7.2  7.8  8.4  9.0 

Food  stamps   ^1.8  -1.9  ^2.1  -2.2  -2.4 

Medicaid   2.3  2.5  2.6  2.8  3.0 

General  Assistance   -0.1  -0.1  -0.1  -0.1  -0.1 

Total   7.2  7.7  8.3  8.9  9.5 


Note  — Ad!uslmenti»  to      foi  admtrubtidtiun.  leduced  woik  effoil,  and  Iht;  giM  pha^e  in  of  new  famte 
are  not  included 
Source  Congressional  Budget  Office 

Medicaid  costs  would  rise  sharply,  more  than  offsetting  the  food 
stamp  reductionb,  becau&e  bo  many  families  would  become  eligible 


Federal  costs: 

AFDC  

Food  stamps......  

Medicaid  

General  assistance. 

Subtotal  

State  costs: 

AFDC  
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for  AFDC.  All  of  the  adults  and  many  of  the  children  in  1.5  million 
families  are  estimated  to  become  newly  eligible  for  Medicaid,  rais- 
ing costs  by  $2.3  billion  in  1986  and  $3.0  billion  in  1990. 

General  Assistance  costs  to  states  would  decline  by  an  estimated 
$0.1  billion  in  both  1986  and  1990.  These  savings  are  the  same  as 
those  shown  for  the  proposal  extending  benefits  to  two-parent  fami- 
lies. The  income  cutoff  points  in  GA  tend  to  be  lower  than  in 
AFDC,  and  there  are  more  restrictions  in  general.  CBO  therefore 
has  assumed  that  the  additional  two-parent  families  who  would  be 
brought  onto  AFDC  because  of  interactions  among  the  proposals 
would  not  qualify  for  GA. 


Thib  section  discusses  some  adjustments  to  costs  that  were  made 
to  arrive  at  an  estimated  total  cost  for  the  package  of  proposals. 
These  adjustments  included.  (1)  higher  costs  of  administration  in 
the  AFDC  and  Medicaid  programs  because  of  the  rise  in  the 
number  of  participating  families,  (2)  higher  benefit  costs  in  AFDC 
because  of  reduced  work  effort  by  affected  families,  and  (3)  lower 
benefit  costs  in  AFDC  in  the  early  years  of  implementation  because 
newly  eligible  families  would  go  onto  AFDC  only  over  time.  Each  is 
discussed  in  turn. 

Administrative  cos^s.— The  substantial  increase  in  the  number  of 
new  families  receiving  AFDC  and  Medicaid  would  cause  adminis- 
trative costs  in  both  programs  to  rise.  Establishing  initial  eligibil- 
ity, recertifying  eligibility  periodically,  determining  work  require- 
ments, mailing  checks,  processing  medical  claims,  and  otherwise 
servicing  cases  costs  state  and  local  governments  considerable 
sums  The  federal  government  shares  in  these  costs,  financing  50 
percent  in  AFDC  and  approximately  60  percent  in  Medicaid. 

In  AFDC,  total  administrative  costs  are  estimated  to  rise  by  $0.3 
billion  in  1986  and  $0.9  billion  in  1990  (see  Table  7-7).  This  increase 
in  costs  from  1986  to  1990  reflects  a  gradual  phase-in  of  new  fami- 
lies, as  discussed  below. 

An  annual  cost  of  approximately  $485  per  family  in  1986  v  as  as- 
sumed for  administration,  based  on  the  current  average  adminis- 
trative cost  per  family  in  AFDC.  The  marginal  costs  of  administra- 
tion could  well  be  less  than  these  average  costs.  Because  these  new 
families  would  usually  have  incomes  and  would  often  have  Jobs, 
however,  their  turnover  would  be  greater  than  for  current  AFDC 
families,  causing  administrative  codts  to  be  higher.  Other  than  for 
the  new  families,  administrative  costs  are  estimated  to  remain  un- 
changed. Some  of  the  proposals-  such  as  the  minimum  benefit, 
which  would  require  many  states  to  change  benefit  levels  every 
year  — would  raise  administrative  costs  for  current  AFDC  families. 
Other  proposals  -such  as  making  asset  restrictions  consistent  with 
those  for  the  Food  Stamp  program— would  lower  such  costs. 


COST  ADJUSTMENTS 
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TABLE  7-7.^ADMINISTRATIVE  COSTS  FOR  THE  PACKAGE  OF  PROPOSALS 
(6y  fiscal  year,  in  billions  of  dollars] 

1986       1987       1988       1989  1990 


Federal  costs: 

AFDC   0.2       0.4       0.4       0.4  0.4 

Medicaid   (>)      0.1      0.1      0.1  0.1 


Subtotal  ^  0.2  ^  J.4  Oj      0,5^  0.5 


State  costs: 

AFDC                                0.2       0.4       0.4      0.4  0.4 

Medicaid   ( [)  ( M  (!)  (H  JM 

Subtotal   0.2     ._0.i  0.4      0.5  0.5 


Total  costs: 

AFDC  ,   0.3  0.7       0.8      0.8  0.9 

Medicaid   ( M      O  U  0.1  0.1 

Total   0.4  0.8      0.9      0.9  1.0 


*  Less  than  $50  million. 

Source:  Congressional  Budget  Office. 

In  Medicaid,  total  administrative  costs  are  estimated  to  rise  by 
$0.1  billion  or  less  each  year.  Administrative  costs  were  assumed  to 
equal  about  4  percent  of  the  added  Medicaid  costs  for  the  new  fami- 
lies. 

Reduced  work  effort  Some  of  the  families  new  to  AFDC  would 
probably  reduce  their  work  effort— that  is,  the  number  of  hours 
they  would  work  for  pay.  The  receipt  of  AFDC  might  induce  earn- 
ers to  reduce  their  hours  of  work  for  two  reasons.  First,  their  in- 
comes would  be  higher  as  a  result  of  the  AFDC  benefits.  When  an 
earner*s  income  increases,  he  or  she  might  choose  to  increase  lei- 
sure hours,  resulting  in  reduced  work  hours  (the  "income  effect**). 
Second,  the  high  benefit  reduction  rates  in  AFDC  would  sharply 
reduce  the  income  an  earner  could  keep  from  an  additional  hour  of 
work  (the  "substitution  effect**).  As  discussed  in  Chapter  IV,  under 
H.R.  4920  an  earner  on  AFDC  would  retain  only  40  cents  of  an 
added  $1  of  earnings. 

The  CBO  estimates  show  a  reduction  in  hours  of  work  of  6.5  per- 
cent for  husbands,  17.4  percent  for  wives,  and  8.3  percent  for  single 
female  heads.  These  reduced  hours  would  translate  into  a  reduc- 
tion in  aggregate  earnings  of  the  new  AFDC  families  of  about  $1.0 
billion  each  year  after  1986.  As  earnings  of  the  new  AFDC  families 
declined,  their  AFDC  and  food  stamp  benefits  would  rise. 

The  added  cost  in  AFDC  is  estimated  to  be  $0.2  billion  in  1986 
and  $0.7  billion  in  1990  (see  Table  7-8).  For  every  dollar  of  earnings 
loss,  AFDC  benefits  would  rise  by  60  cents  ($1  less  the  work-related 
expense  deduction  of  20  percent  and  the  one-quarter  deduction).  In 
Food  Stamps,  benefits  would  increase  to  offset  the  loss  in  earnings 
but  decrease  to  offset  the  rise  in  AFDC  benefits,  on  balance,  they 
would  increase  by  $0.1  billion  or  less  each  year.  The  rise  in  coste 


445 


from  1986  to  1990  reflects  a  gradual  phase-in  of  new  families,  as 
discussed  in  the  next  section. 

Reduced  work  effort  is  assumed  only  for  the  newly  eligible  and 
participating  families.  The  direction  of  a  change  in  work  effort 
among  most  of  the  families  currently  receiving  AFDC  is  unknown, 
their  higher  AFDC  benefits  would  induce  reduced  hours  of  work, 
but  the  lower  benefit  reduction  rates  would  induce  increased  hours 
of  work.  Also,  the  CBO  estimates  do  not  include  any  increase  in  the 
number  of  new  families  coming  onto  AFDC,  because  they  might 
have  reduced  their  hours  of  work  in  order  to  qualify  for  the  pro- 
gram. 

TABLE?  8.  INCREASES  IN  AFDC  AND  FOOD  STAMP  COSTS  BECAUSE  OF  REDUCED  WORK 

EFFORT 

[By  fiscal  year,  in  billions  of  dollars] 

1986       1987       1988       1989  1990 


Federal  costs: 

AFDC                                0.1       0.3  0.4  0.4  0.4 

Food  stamps    0.1  0.1  0.1   01 

Subtotal   Oj      0.4  0.4  0.4  0.5 

State  costs: 

AFDC                                0.1       0.2  0.3  0.3  0.3 

Food  stamps  


Subtotal   0.1      0.3      0.3      0.3  0.3 


Total  costs: 

AFDC   0.2  0.6       0.6  0.7  0.7 

Food  stamps   (.M  __  _  OJl  0.1  0.1  0.1 

Total   0.3  0.6      0.7  0.7  0.8 


» Less  than  $50  mllion. 

Source:  Congressional  Budget  Office. 

The  CBO  estimates  were  based  on  the  results  of  an  experiment 
that  tested  the  effects  on  work  effort  of  several  "negative  income 
tax''  plans  that  provided  government  benefits  to  low-income  fami- 
lies, both  two-parent  and  single-parent  families.^  Estimates  of 
income  and  substitution  effects  from  the  experiment  were  the  basis 
of  CBO's  estimates.  As  shown  in  Table  7-9,  a  $1,000  increase  in 
government  benefits  would  reduce  a  husband  s  work  effort  by  95.15 
hours  a  year,  a  $1  per  hour  reduction  in  his  net  wage  rate  because 
of  a  program  s  benefit  reduction  rate  would  reduce  his  work  effort 
by  71.33  hours  a  year.  Wives  and  single  female  heads  would  reduce 
their  hours  by  more  than  husbands  would. 


'See  SRI  International,  "Final  Report  of  the  Seattle-Denver  Income  Maintenance 
ment,  Volume  I,  Deeign  and  Result*"  (Menlo  Park,  California.  SRI,  May  1983). 
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TABLE  7-9.  -ESTIMATES  OF  INCOME  AND  SUBSTITUTION  EFFECTS  USED  TO  MEASURE 
REDUCED  WORK  EFFORT 


Source.  SRI  internattofial.  final  Report  ol  the  Seattle  Denvei  Income  Maintenance  Exptument,  Volume  i. 
Design  and  Results"  (Menlo  Park.  California-  SRI.  May  1983).  p  173 

These  estimated  effects  were  then  combined  ,vith  the  effects  of 
H.R.  4920  on  husbands,  wives,  and  single  female  heads  as  estimat- 
ed in  TRIM2,  one  of  the  models  used  in  these  estimates  (see  Chap- 
ter VIII).  The  CBO  estimates  were  based  on  two  assumptions.  First, 
any  family  receiving  AFDC  for  less  than  12  months  each  year 
would  have  no  substitution  effect,  that  is,  CBO  assumed  that  these 
families  would  be  on  AFDC  when  they  were  not  working,  in  which 
case  there  would  be  no  substitution  effect.  There  could  still  be  an 
income  effect  if  they  worked  fewer  months  because  of  the  income 
support.  Second,  two-parent  families  would  have  a  substitution 
effect  equal  to  one-half  of  that  shown  in  Table  7-9  because  CBO's 
estimates  assumed  that  states  would  provide  benefits  for  only  6  of 
every  12  months. 

These  estimates  of  reduced  work  effort  are  uncertain  for  many 
reasons.  Estimates  from  the  experiment  itself  have  limitations, 
probably  the  most  serious  of  which  was  its  temporary  nature. 
Seattle  and  Denver  were  the  sites  for  the  experiment,  yet  their  re- 
sults were  used  for  the  United  States  as  a  whole  in  CBO's  esti- 
mates. In  addition,  the  experimental  results  were  for  1971,  and 
much  has  changed  since  then,  including  levels  of  earnings.  Perhaps 
most  important,  the  experiments  negative  income  tax  plans  were 
quite  different  from  the  proposals  considered  here,  they  were  based 
on  a  family's  annual  rather  than  monthly  income,  and  they  provid- 
ed benefits  to  two-parent  families  for  an  entire  year.  The  adjust- 
ments noted  above  that  reduced  the  substitution  effecti^  attempted 
to  account  for  these  differences,  but  they  did  so  only  in  a  crude 
fashion. 

Phase-in  of  newly  eligible  families,— The  1.5  million  newly  eligi- 
ble and  participating  families  would  not  actually  receive  AFDC 
benefits  immediately.  Rather,  they  would  flow  onto  AFDC  gradual- 
ly over  some  period  of  time  as  they  learned  of  their  eligibility. 

In  these  cost  estimates,  CBO  assumed  that  new  single-parent 
families  would  flow  onto  AFDC  throughout  fiscal  year  1986.  Ap- 
proximately three-quarters  of  new  two-parent  families— those  in 
the  Food  Stamp  program— were  assumed  to  flow  onto  AFDC 
throughout  fiscal  year  198G,  the  remaining  one-quarter,  over  the 
1986-1987  period.  By  1988,  then,  estimated  costs  would  include 
costs  for  all  the  newly  eligible  and  participating  families.  Costs  in 


Cause  ol  change  In  annual  hours  of  work 


Income  effect  (per     Substitution  effect  (per 
$1,000  of  increased      $l/hour  decrease  in 
benefits)  the  net  wage  rate) 


Husbands...  

Wives.  

Single  female  heads  


-  95.15 
^196.75 
^147.12 


--71.33 
-151.76 
~  176.37 
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1986  would  be  reduced  by  $2.5  billion  and  in  1987  bv  $0.2  billion 
because  of  the  gradual  phase-in  of  newly  eligible  families  compared 
with  immediate  receipt  of  benefits  for  all  those  who  were  newlv  eli- 
gible (see  Table  7-10).  ^ 

TABLE  7  10  -CHANGES  IN  BENEFIT  COSTS  FOR  THE  GRADUAL  PHASE-IN  OF  NEWLY 
ELIGIBLE  FAMILIES,  FISCAL  YEARS  1986  AND  1987 

fin  billions  of  dollars) 


1986  1987 


Federal  cost: 

AFDC...   ^1.2  _oi 

Medicaid   _07  -Ol 

Food  stamps.......   .  0  5  {>) 

General  Assistance  ;  _ 

Subtotal   -.1.4  ~oji 

State  cost: 

AFDC   -.0.6 

Medicaid....   «.  o  5 

Food  stamps  "  

General  Assistance..,..  pj "  "(ij 

Subtotal   -1.1  _o.l 

Total  costs: 

AFDC..   ^1.8  ^0.1 

Medicaid   -.13  _oi 

Food  stamps   oi  (>) 

General  Assistance   { 1)  ( 

Total   ^2.5  ^Q2 

'  Less  ihzu  $50  rnilLon  ~ 
Source  Congressional  Budget  Office 

Direct  evidence  on  the  length  of  any  phase-in  of  newly  eligible 
families  in  AFDC  does  not  exist.  After  the  Supplemental  Security 
Income  program  was  started  in  1974,  however,  it  took  about  two 
years  for  the  number  of  beneficiaries  to  reach  stable  levels.  The 
AFDC  eligible  population  might  come  onto  the  program  more  rap- 
idly for  several  reasons.  First,  turnover  in  the  program  is  quite 
high  About  2  million  new  applications  are  approved  in  AFDC  each 
year;  since  the  program  has  been  fairly  stable,  this  implies  that 
about  one-half  of  families  leave  the  program  each  year.  Many 
would  leave  because  of  increased  incomes  and  perhaps  also  in- 
creased assets,  and  some  of  these  families  would  simply  remai..  on 
the  program  after  the  proposed  changes.  Also,  about  250,000  fami- 
lies apply  for  AFDC  each  year  but  are  denied  benefits  because 
their  incomes  or  assets  exceed  program  limits,  many  of  these  fami- 
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lies  would  be  eligible  after  the  proposed  modiricatIun&.  Second,  fam- 
ilies receiving  food  stamps  would  be  likely  to  learn  of  the  new 
AFDC  benefits  fairly  quickly.  In  fact,  if  outreach  to  these  families 
informed  them  of  the  new  benefits,  they  could  come  onto  AFDC 
more  quickly  than  CBO  has  assumed. 


CHAPTER  VIII.  ANALYTICAL  APPROACHES  AND 
LIMITATIONS 

The  estimates  presented  in  the  preceding  chapters  are  based  on  a 
variety  of  analytical  approaches,  using  a  number  of  different  data 
bases.  In  this  chapter,  these  approaches  are  described  in  some 
detail.  Assumptions  are  analyzed,  and  the  areas  of  greatest  uncer- 
tainty are  highlighted. 

This  chapter  includes  a  separate  section  on  approaches  and  un- 
certainties for  each  proposal.  Then  a  final  section  describes  meth- 
odologies for  the  entire  package  of  proposals. 

Mandating  a  Minimum  Benefit  Level 

This  section  discusses  the  methodologies  used  by  CBO  in  its  anal- 
ysis of  the  effects  of  a  minimum  benefit  level  on  both  current  and 
new  AFDC  families  and  on  poverty.  The  techniques  used  for  ana- 
lyzing the  effects  on  current  AFDC  families  differ  from  those  used 
for  new  families.  Also,  there  is  much  more  uncertainty  over  esti- 
mates for  the  new  families. 

current  families 

To  estimate  the  number  of  current  AFDC  families  who  would  be 
affected,  and  the  associated  government  costs,  CBO  constructed  a 
data  base  of  maximum  AFDC  benefit  levels  by  state  and  by  family 
size.  Estimates  of  the  bill's  effects  could  then  be  calculated  by  com- 
paring current  law  AFDC  benefit  levels  with  minimum  benefit 
levels  required  bv  the  legislation. 

Calculations  of  the  effects  of  the  minimum  benefit  were  complet- 
ed for  four  separate  years.  1986,  1985,  1984,  and  1982.  The  1986  cal- 
culations were  used  for  the  1986  estimates  shown  in  Chapter  II. 
The  1984  calculations  were  based  on  tie  most  recent  actual  benefit 
levels,  thereby  providing  a  firm  estimate  of  the  bills  effects.  The 
changes  between  1984,  1985,  and  198S  were  used  to  estimate 
changed  costs  in  the  out  years.  The  1982  calculations  were  used  to 
check  Ihe  estimates  of  the  model  used  in  determining  the  number 
of  new  families,  based  on  1982  data. 

For  1985  and  1986,  current  law  AFDC  benefit  levels  by  state  had 
to  be  projected  from  actual  July  1984  levels.  Projections  were  made 
by  extrapolating  recent  changes  in  such  benefit  levels.  Depending 
on  the  state,  average  changes  over  either  the  1981-1984  period  or 
the  1983-1984  period  were  used  in  the  extrapolation.  The  1981- 
1984  period  was  used  for  states  whose  benefit  changes  fluctuated 
considerably  from  year  to  year,  the  1983-1984  period  was  used  for 
states  whose  Increases  were  more  frequent  and  predictable,  because 
CBO  s  projected  CPI  increases  are  more  similar  to  those  in  the 
1983-1984  period  than  to  those  in  the  entire  198M984  period. 
While  states*  increases  In  AFDC  benefit  l^vth  have  not  been  close- 
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ly  related  to  changes  in  the  CPI,  the>  seem  to  rise  somewhat  along 
with  inflation. 

In  estimating  effects  for  the  years  beyond  1986,  costs  were  in- 
creased by  $0.3  billion  a  year,  based  on  the  estimated  Increases  in 
costs  from  1984  to  1985  and  from  1985  to  1986.  CBO  s  projections  of 
increases  in  the  poverty  guidelines  and  in  state  benefit  levels  in 
the  out-years  are  very  similar  to  the  1985  and  1986  projected  in- 
creases. 

The  estimates  for  current  AFDC  families,  which  account  for  90 
percent  of  the  proposal's  costs,  are  quite  reliable.  About  85  percent 
of  the  estimated  1986  costs  had  already  been  reached  by  1984  using 
actual  1984  state  benefit  levels  and  poverty  guidelines. 

The  major  uncertainties  for  1986  and  beyond  result  from  having 
to  forecast  poverty  guidelines— and,  hence,  prices— and  state  AFDC 
benefits.  The  poverty  guidelines  were  projected  to  rise  4.8  percent  a 
year  along  wi*w  the  CPI  (based  on  CBO's  economic  assumptions  of 
August  1984).  During  the  last  decade,  however,  the  CPI  has  risen 
as  little  as  3.2  percent  and  as  much  as  13.5  percent  a  year.  Average 
state  AFDC  benefit  levels  have  also  been  volatile,  rising  from  1  per- 
cent to  8  percent  a  year  during  the  pact  decade,  and  increases  were 
even  more  volatile  for  individual  states.  Another  uncertainty  is 
whether  other  changes  will  be  enacted  in  the  AFDC  or  Food  Stamp 
programs  that  would  significantly  alter  these  estimates. 

NEW  FAMILIES 

Estimating  the  number  of  newly  eligible  and  participating  fami- 
lies, and  the  resulting  AFDC  costs,  is  much  more  uncertain  than 
estimating  effects  fur  current  families.  To  estimate  the  number  of 
new  families,  eligibility  for  AFDC  has  to  be  determined  using  re- 
ported  incomes  and  demographic  characteristics  of  families  com 
pared  with  program  eligioility  rules.  The  surveys  used  in  the  esti- 
mation often  do  not  include  the  full  range  of  necessary  information 
on  families.  Moreover,  the  number  of  newly  eligible  families  who 
would  choose  to  participate  in  AFDC  is  unknown. 

Because  of  these  uncertainties,  estimates  were  developed  using 
two  alternative  data  bases,  the  Transfer  Income  Model  {TRIM2), 
based  on  the  Bureau  of  the  Census  Current  Population  Survev 
(CPS)  for  income  year  1982,  and  the  Department  of  Agricultures 
August  1982  survey  of  the  characteristics  of  households  receiving 
food  starr*ps.'  Estimates  were  then  adjusted  to  1986  levels  as  dis- 
cussed below. 

Newly  eligible  families  are  those  who  were  ineligible  for  AFDC 
before  mandating  a  minimum  benefit  level.  TRIM2  identifies  about 
235,000  such  families,  and  the  food  stamp  survey,  about  115,000. 
This  is  a  big  discrepancy,  but  there  are  reasons  why  the  TRIM2  es- 
timate is  higher.  TRIM2  identifies  all  newly  eligible  families,  but 
many  of  these  families  would  never  participate  in  AFDC.  their  ben 
efits  would  be  too  low  to  make  it  worthwhile,  they  would  not  accept 
welfare  under  any  circumstances,  or  they  might  never  know  they 
were  eligible.  These  families  also  are  unlikely  to  be  receiv  ing  food 
stamps,  and  thus  would  not  show  up  in  the  estimates  of  newly  eli 


See  Appendix  K  lor  a  brief  descnpUun  uf  the^e  data  ban*  ur  modtis  and  their  limitat<unb 
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gible  families  from  the  food  stamp  survey.  Moreover,  income  is 
under  reported  on  the  CPS,  leading  to  overestimates  of  newly  eligi- 
ble families  on  TRIM2,  while  income  under  reporting  should  not  be 
a  problem  on  the  food  stamp  survey  which  is  based  on  program  (ad- 
ministrative) records. 

The  number  of  families  and  the  costs  shown  in  Chapter  II  are 
based  on  an  estimated  135,000  newly  eligible  families  participating 
m  AFDC,  somewhat  higher  than  the  estimate  from  the  food  stamp 
survey  This  implies  a  participation  rate  of  57  percent  among  eligi- 
ble families  identified  by  TRIM2  (135,000/235,000=.57),  a  some- 
what lower  participation  rate  than  might  otherwise  have  been  as- 
sumed 2  AFDC  benefits  for  these  families  were  estimated  to  aver- 
age $133  a  month  in  1986,  for  a  1986  cost  of  about  $215  million. 

The  food  stamp  survey  identifies  about  200,000  previously  eligible 
but  nonparticipating  families  who  might  now  participate  in 
AFDC  3  An  alternative  estimate  was  derived  by  assuming  that 
about  90  percent  of  eligible  families  participate  in  AFDC;  given  the 
number  of  families  currently  receiving  AFDC—almost  3.7  million— 
this  left  about  400,000  eligible  but  nonparticipating  families,  about 
fiO  percent  of  whom  would  be  affected  by  the  minimum  benefit  pro- 
posal (400,000  X  .60-240,000).  But  not  all  of  these  families  would 
A^o^^^'^  participate  Of  all  the  reasons  for  not  participating  in 
AFDC,  the  only  one  altered  by  the  minimum  benefit  proposal 
would  be  the  size  of  the  AFDC  benefit.  Some  families  whose  bene- 
fits were  too  small  to  make  participation  worthwhile  might  be  in- 
duced to  participate  because  of  the  higher  benefits.  In  these  esti- 
mates. CBO  assumed  that  about  25  percent— or  55,000  families- 
would  begin  to  participate.-*  Their  average  monthly  benefits  in  1986 
would  be  $355,  for  a  cost  of  about  $235  million  a  year. 

These  estimates  of  new  families  were  based  on  1982  data.  To 
adjust  the  estimates  to  1986  and  beyond,  CBO  assumed  that  the 
number  of  new  families  would  remain  constant,  the  increases  that 
would  result  from  rising  minimum  benefit  levels  over  future  years 
would  be  offset  by  the  increases  in  earnings  and  other  components 
of  income  of  the  affected  families.  Their  average  benefits,  however, 
would  increase  over  time.  If  the  non-AFDC  incomes  of  these  fami- 
lies were  to  increase  at  the  same  percentage  rates  as  the  poverty 
guidelines  (which  rise  with  the  CPI),  then  their  average  benefits 
would  rise  at  this  same  rate.  Under  CBO  s  economic  assumptions, 
their  average  benefits  would  rise  at  a  4.8  percent  annual  rate. 


Whilf  piirticipcition  rat«-s  m  AFDC  havo  boon  estimated  to  be  about  90  percent  amon^? 
Hmg  I'  par^^nt  fannlie>  thev  would  be  lower  for  thet>e  famihea  who«>e  AFDC  benefit*  would  be 
smt.  '  and  uho  would  he  concentrated  in  the  South  where  participation  rates  are  estimated  to  be 
lower  han  in  other  re^ionK  See  Richard  Michel  and  Patricia  WiIIl^.  Participation  Rales  in  the 
Aid  to  I  amjhes  With  Dependent  Children  Program.  Part3  I,  II.  and  III  (Working  Papers,  Urban 
In&titute.  Washinjnon.  D  C.  Auijust  and  September  mm.  * 

*TRIM2'h  estimates  of  this  jjroup  are  too  hifjh  because  estimated  AFDC  participation  rates  in 
the  model  for  J 9X2  are  too  low  to  u^^e  for  1986  and  be>ond-70  percent  compared  with  a  normal 
W  percent  The  H>K2  participation  rates  ar«  reduced  b>  the  riM?  in  ejjtimated  ehgible  famihes 
with  the  deep  recession 

*  ^^f^K^S^l^^'  ^^'^y^^  ^  lofiit  model  of  participation  that  takes  account  of  the  size  of  po- 
tential AFDC  benefits  percent  of  eligible  nonparticipating  families  were  estimated  to  becm 
to  participaU-     a  re>ull  of  the  hi^rher  AFDC  benefiUs  under  the  minimum  benefit  proposal 
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POVERTY  EFFECTS 


The  effects  on  poverty  of  mandating  a  minimum  benefit  level 
were  developed  from  TRIM2  simulations  of  a  minimum  benefit  pro- 
posal in  1982  and  its  effect  on  family  incomes.  Incomes  before  and 
after  the  proposal  were  then  compared  with  1982  Census  poverty 
thresholds.  The  TRIM2  estimates  of  the  percentage  of  families  af- 
fected hy  the  proposal  that  were  poor,  the  percentage  of  the  propos- 
al's cost  going  to  reduce  the  poverty  gap,  and  the  number  of  fami 
lies  that  moved  out  of  poverty  for  a  given  change  in  the  poverty 
gap  were  then  applied  to  CBO's  1986  estimates  of  the  costs  and  ef- 
fects of  a  mandatory  minimum  benefit. 

An  example  might  clarify  these  procedures.  Simulations  for  1982 
using  TRIM2  found  70.8  percent  of  the  families  affected  by  the 
minimum  benefit  proposal  to  be  poor.  Thus,  CBO  assumed  that  70.8 
percent  of  the  families  affected  by  the  proposal  in  1986  would  also 
be  poor.  Also,  in  the  TRIM2  simulations,  79  percent  of  the  cost  of 
the  proposal  went  to  closing  the  poverty  gap,  and  this  percentage 
was  also  used  by  CBO  for  1986.  Finally,  TRIM2  estimated  that  0.1 
million  families  were  moved  out  of  poverty.  To  calculate  families 
moved  out  of  poverty  in  1986,  CBO  took  the  TRIM2  ratio  of  the 
number  of  families  moved  out  of  poverty  to  the  change  in  the  pov- 
erty gap.  This  ratio  was  then  applied  to  CBO  s  estimated  cost  of  the 
proposal  going  to  close  the  poverty  gap  in  1936,  defiated  to  1982 
dollars.  Using  the  1986  figure  without  defiation  would  imply  that 
more  families  would  move  out  of  poverty  in  1986  than  in  1982 
simply  because  of  a  rise  in  prices. 

Another  adjustment  was  made  to  make  the  1986  estimated  pover- 
ty effects  of  the  proposal  consistent  with  official  measures  of  pover- 
t3  status.  Poverty  measures  are  based  on  annual  income  including 
AFDC  received  at  any  time  during  the  year,  while  CBO's  estimates 
of  the  number  of  families  affected  by  the  minimum  benefit  are  av- 
erage monthly  figures.  To  correct  for  this— and  also  for  the  fact 
that  two  (or  more)  AFDC  families  may  be  one  family  for  purposes 
of  poverty  measurement— estimates  were  developed  from  TRIM2  of 
the  ratio  of  affected  families  on  AFDC  at  any  time  during  the  year 
to  the  average  monthly  nurpber  of  AFDC  families  affected  by  the 
proposal.  This  ratio  was  used  to  inflate  the  average  monthly  CBO 
estimates  for  1986  to  estimates  of  families  affected  at  any  time 
during  the  year  for  calculation  of  poverty  effects. 

These  same  procedures  were  used  to  estimate  the  poverty  effects 
of  the  other  AFDC  proposals. 

The  major  uncertainty  concerning  the  poverty  estimates  results 
from  the  assumption  that  the  poverty  effects  of  the  minimum  bene- 
fit proposal  in  1982  are  transferable  to  the  proposal's  1986  poverty 
effects.  Poverty  rates  may  in  fact  be  quite  different  in  1986  than 
they  were  in  1982.  CBO*s  method  of  calculating  poverty  effects  as- 
sumed that  the  distribution  of  families  around  the  poverty  thresh- 
old would  be  the  same  in  1986  as  in  1982.  Both  demographic  and 
economic  changes,  however,  can  alter  this  distribution.  If  a  smaller 
percentage  of  families  was  below  the  poverty  threshold  in  1986 
than  in  1982,  the  poverty  effects  of  the  proposal  would  probably  be 
overestimated.  Fewer  families  would  move  out  of  poverty  when  a 
proposal  was  enacted,  the  poverty  gap  would  be  smaller,  and  a 
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smaller  percentage  of  the  cost  of  the  propu&al  would  go  to  reducing 
the  poverty  gap.  On  the  other  hand,  the  poverty  effects  would  prob- 
ably be  underestimated  if  the  population  in  1986  were  distributed 
such  that  relatively  more  families  were  below  the  poverty  thresh- 
old than  in  1982. 

In  summary,  the  estimates  of  effects  of  the  AFDC  minimum  ben- 
efit proposal  are  probably  quite  reliable  overall,  at  least  in  the  near 
term.  While  great  uncertainty  exists  over  the  number  of  new  fami- 
lies that  would  begin  to  participate  in  AFDC,  their  effects  on  the 
proposal's  costs  are  not  large. 


Extending  benefits  to  two^parent  families  affects  only  new  fami- 
lies,  benefits  of  current  families  remain  unchanged.  Thus,  the  esti- 
mates for  this  proposal  were  developed  erdirely  from  TRIM2  simu- 
lations. 

The  TRIM2  simulation  found  that  extending  benefits  to  two- 
parent  families  would  make  740,000  families  newly  eligible  for 
AFDC  in  1984.  Because  most  of  the  two-parent  fajnilies  have  an 
adult(s)  who  is  working  or  unemployed,  the  estimated  effects 
should  be  sensitive  to  the  level  of  unemployment.  The  current  un- 
employment rate  is  about  7  percent,  while  that  used  in  the  TRIM2 
simulation  was  7.8  percent.  The  740,000  figure  for  families  eligible 
in  1984  was  ac^usted  downward  to  665,000  to  allow  for  the  reduced 
unemployment  rate.  This  adjustment  was  estimated  to  be  equal  to 
the  percentage  decline  in  the  unemployment  rate  from  7.8  percent 
to  7  0  percent  based  on  a  comparison  of  TRIM2  simulations  for 
1982  and  1984.  Between  1982  and  1984,  the  simulated  eligible  popu- 
lation declined  by  22  percent,  compared  with  a  20  percent  decline 
in  the  unemployment  rate  from  9.7  percent  to  7.8  percent  (an  elas- 
ticity of  1.1). 

Of  the  665,000  eligible  families,  400,000  families  (or  60  percent) 
were  assumed  to  participate  in  AFDC  if  benefits  were  given  for  12 
months.  With  only  6  months  of  benefits,  as  CBO  assumed,  about 
450,000  families  on  average  for  6  months  were  estimated  to  partici- 
pate. This  is  somewhat  below  the  participation  rate  in  the  current 
AFDC  unemployed  parent  (UP)  program,  which  is  estimated  to  be 
65  percent  to  70  percent. 

Average  monthly  benefits  per  family  were  based  on  the  TRIM2 
simulation.  They  were  projected  to  1986  and  beyond  bv  using  an  es- 
timated annual  increase  of  3.5  percent,  based  on  the  growth  in 
AFDC  benefits  to  UP  families  in  the  recent  past  (but  not  based  on 
a  mandatory  minimum  benefit). 

These  estimates  are  uncertain,  for  many  of  the  same  reasons  dis- 
cussed in  the  previous  section  for  the  estimates  of  the  effects  of  the 
minimum  benefit  proposal.  They  might  be  too  high,  for  three  rea- 
sons. First,  the  underreporting  of  incomes  on  the  CPS  makes  too 
many  families  appear  to  be  eligible.  Second,  CBO  used  a  participa- 
tion rate  of  60  percent,  based  on  participation  rates  in  the  AFDO 
UP  program.  But  because  most  of  the  newly  eligible  families  would 
have  earnings  or  other  sources  of  income,  their  participation  rates 
might  be  lower  than  those  among  families  with  an  unemployed 
parent.  Third,  the  asset  limitation  on  cars  in  AFDC  cannot  be  sim- 
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ulated  in  TRIM2,  and  many— probably  most—tyvo-parent,  low- 
income  families  have  cars,  thus  many  of  the  families  estimated  to 
be  eligible  for  AFDC  might  in  fact  be  ineligible.^ 

The  estimates  for  mandating  the  AFDC-UP  program  in  all  states 
were  developed  in  the  same  manner  as  those  for  extending  benefits 
to  all  two- parent  families.  The  TRIM2  simulation  found  130,000 
families  to  be  newly  eligible  for  AFDC-UP  in  1984.  Based  on  a  com- 
parison of  the  TRIM2  simulations  for  1982  and  1984,  the  number  of 
eligible  UP  families  was  found  to  be  even  more  sensitive  to  changes 
in  the  unemployment  rate  than  the  number  of  all  two-parent  fami- 
lies tan  elasticity  of  1.5  versus  1.1).  The  number  of  eligible  families 
was  adjusted  down  to  110,000  to  allow  for  a  lower  unemployment 
rate,  and  a  participation  rate  of  65  percent  was  assumed. 

Many  uncertainties  are  associated  with  the  number  of  families 
newly  eligible  for  UP.  For  the  same  reasons  noted  above-^  income 
underreporting,  ownership  of  cars,  and  uncertain  participation 
rates— the  CBO  estimates  might  be  too  high.  CBO  has  used  an  esti- 
mated average  participation  rate  for  the  existing  UP  program,  but 
participation  in  the  South  and  West,  where  most  of  the  newly  eligi- 
ble families  would  reside,  is  probably  lower  than  in  other  regions.^ 
Moreover,  other  methods  for  estimating  numbers  of  new  UP  fami- 
lies showed  a  wide  range.  For  example,  if  the  proportion  of  new  UP 
families  to  all  UP  families  in  the  United  States  is  assunjed  to  be 
the  same  as  the  proportion  of  single-parent  families  on  AFDC  in 
new  UP  states  to  all  single-parent  families  on  AFDC,  then  there 
would  be  an  estimated  150,000  new  UP  families.  Using  the  same 
assumption  on  proportions,  but  limiting  the  comparison  only  to 
states  in  the  South  and  West  (excluding  California),  yielded  an  esti- 
mated 45,000  families. 

All  these  estimates— as  any  estimates  of  newly  eligible  and  par- 
ticipating families— are  subject  to  considerable  uncertainty.  More- 
over, for  the  reasons  discussed,  they  might  be  too  high.  In  addition 
to  the  uncertainties  of  estimating  tne  number  of  new  participating 
families,  CBO  has  had  to  assume  certain  behavior  on  the  part  of 
states.  Should  the  states  behave  differently —for  example,  by  giving 
benefits  for  more  than  six  months  of  each  year— the  true  effects 
could  differ  significantly  from  the  estimates  presented  in  this 
paper. 

Increasing  Deductions  From  Income 

The  impact  of  increasing  deductions  from  income  in  AFDC  was 
estimated  by  simulations  based  primarily  on  the  1979  AFDC  Recip- 
ient Characteristics  Study,  a  survey  of  AFDC  case  records.''  Be- 
cause the  1979  study  was  conducted  before  passage  of  the  Omnibus 
Budget  Reconciliation  Act  of  1981,  and  so  includes  families  current- 
ly ineligible  for  AFDC,  it  can  be  used  to  estimate  the  number  of 


*  Fur  more  dtt^ussiun  of  the  ab&et  test  imitation  in  AFDC.  &e€  Chapter  V  on  Liberalizing 
Asset  Restrictions. 

*  Moreover.  t^timaUni  participation  rules  m  ihe  UF  program  vary  8htArpl>  among  btates,  from 
iesH  than  1  percent  to  more  than  iiXi  pi-rtent.  See  Mi.nel  and  Willis.   Participation  Rates,"  pp. 

See  Appi»ndix  K  for  a  hnel  description  of  the  1070  AFDC  Recipient  Characteristics  Study 
Where  relevant,  estimuU-s  from  a  i98<,  AFDC  sample  of  beneficiaries,  based  on  the  AFDC  qual 
it>  cuntrul  hurvey,  and  from  TRIM2,  were  compared  with  the  estimates  from  the  ID79  study 
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newly  eligible  familieb  as  well  as  the  effects  on  current  AFDC  fami* 
lies  for  most  of  these  proposed  changes. 

The  estimates  of  the  number  of  affected  families— both  current 
and  new— and  the  change  in  their  AFDC  benefits  were  based  on 
these  simulations,  adjusting  for  changes  in  the  number  of  AFDC 
families  and  average  AFDC  benefits  over  the  1986-1990  period 
using  CBO*s  baseline  projections.  Apart  from  the  rising  AFDC  aver- 
age benefits,  the  effects  of  most  of  the  provisions  would  be  essen 
tiall>  stable  over  time.  For  the  work-related  expense  deduction 
equal  to  20  percent  of  gross  earnings,  however,  the  increase  in 
gains  and  decrease  in  losoes  over  time  discussed  in  Chapter  IV 
were  estimated  based  on  the  annual  percentage  increase  in  average 
hourly  earnings  in  CBO  s  economic  assumptions  of  August  1984 
(ranging  from  5.8  percent  to  6.2  percent  a  year  during  1986-1989). 
The  change  in  a  family's  gain  or  loss  each  year  would  be  equal  to 
approximately  0.2  times  the  rise  in  the  family's  earnings. 

Because  all  of  the  families  in  the  1979  data  base  had  been  par- 
ticipating in  AFDC  prior  to  passage  of  the  1981  act,  CBO  assumed 
that  all  of  the  families  found  to  be  newly  eligible  as  a  result  of  the 
increases  in  deductions  would  also  participate. 

Three  of  the  provisions  were  estimated  with  alternative  data,  a 
portion  of  the  $50  and  one-quari.er  deductions,  the  Earned  Income 
Tax  Credit  deduction,  and  the  $50  of  unemployment  compensation 
deduction.  The  effects  of  providing  the  $50  and  one-quarter  deduc- 
tions in  determining  eligibility  (but  not  in  determining  benefits) 
were  estimated  in  TRIM2.  The  TRIM2  simulation  found  that  about 
75,000  families  would  become  newly  eligible  for  AFDC  with  this 
change,  most  in  states  with  high  need  standards."  The  CBO  as- 
sumed a  participation  rate  of  75  percent  because  AFDC  benefits  to 
which  these  families  would  be  entitled  would  be  relatively  low, 
leaving  55,000  newly  participating  families.  Also  based  on  TRIM2, 
the  average  monthly  AFDC  benefits  of  these  families  would  be  $87 
in  1986.  Because  this  provision  was  estimated  separately,  interac- 
tions with  the  other  provisions  could  be  estimated  only  roughly. 

Estimates  of  the  effects  of  disregarding  the  Earned  Income  Tax 
Credit  were  based  on  a  1982  sample  of  AFDC  beneficiaries  taken 
from  the  AFDC  quality  control  survey.  About  30  percent  of  AFDC 
earners  were  receiving  a  total  of  $1.9  million  a  month  ($23  million 
a  year)  from  the  EITC,  Changes  in  the  Deficit  Reduction  Act 
should  lower  these  receipts  slightly,  and  CBOs  estimates  used  an 
AFDC  cost  of  $20  million  a  year  ($15  million  after  related  savings 
in  the  Food  Stamp  program)  for  disregarding  the  EITC. 

Estimates  of  the  $50  deduction  of  unemployment  compensation 
were  also  based  on  the  1982  sample  of  AFDC  beneficiaries.  Ap- 
proximately 30,000  AFDC  families  were  receiving  unemployment 
compensation  in  1982  and  were  assumed  to  be  receiving  it  in  1986- 
1990.  Although  declining  unemployment  would  lower  these  num- 
bers, the  growth  in  the  number  of  AFDC  beneficiaries  would  raise 
them.  Another  10,000  families  were  estimated  to  be  newly  eligible 


*  Where  need  standards  are  relaliitiv  low.  a  famil>  rturkinj];  full  time  vjnnot  qualify  for 
AFDC  e\(*n  «<ih  Iht  and  ontr^iuait*  r  dtHiu^tjons  lJut  whtrt-  need  standards  arc  rulativviy 
high,  the       and  ont^juarter  dcduLtiofKS  van  make  a  significant  difference  in  eligibility 
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as.  a  rebult  of  the  $50  deduction,  babed  on  estimates  from  the  1982 
food  istamp  survey  adjusted  for  lower  unemployment  rates. 

Liberalizing  Asset  Restrictions 

To  estimate  the  effect  on  AFDC  costs  and  caseloads  of  changing 
the  abset  restrictions,  it  is  necessary  to  determine  how  many  fami- 
lies are  income  eligible  for  the  program  but  asset  ineligible.  Then, 
knowing  asset  levels  of  these  families,  estimates  can  be  made  of  the 
number  of  families  who  would  become  eligible  for  AFDC  with  vari- 
ous changes  in  the  asset  restrictions. 

Estimates  of  the  effects  of  changed  asset  tests  are  very  uncertain, 
however.  No  reliable  data  currently  exist  on  the  asset  holdings  of 
families  with  incomes  low  enough  to  qualify  for  AFDC.^  Two  alter- 
native data  sets  and  simulations  are  used  in  CBO's  estimates; 
TRIM2  and  the  Income  Survey  Development  Program  (ISDP)  1979 
Research  Panel. These  are  the  best  data  currently  available,  but 
they  have  serious  deficiencies  for  estimating  effects  of  changing 
asset  tests. 

TRIM2,  which  is  based  on  the  Current  Population  Survey,  does 
not  incorporate  direct  information  on  asset  levels  of  families. 
Rather,  estimates  of  asset  levels  are  based  on  reported  interest  and 
dividend  income  and  an  assumed  interest  rate  of  6  percent.  For  ex- 
ample, if  reported  annual  interest  income  of  a  family  was  $250,  and 
the  interest  rate  that  generated  that  income  vtas  6  percent,  then 
the  asset  level  of  that  family  was  $4,167  ($4,167  x  .06  =  $250).  This 
approach  underestimates  asset  levels  because  many  assets  do  not 
generate  income —  foi  example,  many  checking  accounts,  cars,  life 
insurance,  and  even  some  financial  assets.  Moreover,  total  interest 
and  dividend  income  on  the  CPS  is  under  re  ported  by  more  than  50 
percent,  and  whether  or  not  the  extent  of  underreporting  differs 
for  families  at  various  income  levels  is  not  known.  On  the  other 
hand,  the  TRIM2  approach  may  overestimate  asset  levels  because 
interest  rates  have  typically  been  above  G  percent  in  recent  years. 
For  example,  if  the  interest  rate  was  8  percent,  $250  of  interest 
income  would  imply  an  asset  level  of  only  $3,125  ($3,125  x 
.08 -$250),  more  than  a  thousand  dollars  less  than  if  an  interest 
rate  of  6  percent  was  used. 

Estimates  from  the  ISDP  are  also  problematic.  While  the  ISDP 
provides  reported  asset  levels  by  family,  financial  ussets  again  are 
typically  underreported  by  about  50  percent.'^  Moreover,  the 
sample  sizes  are  quite  small.  While  approximately  281  families 
were  simulated  to  be  income  eligible  for  AFDC,  only  13  were  clear- 
ly asset  ineligible  and  only  4  became  eligible  for  AFDC  as  a  result 
of  the  H.R.  4920  asset  test  changes. 

The  ranges  of  estimates  shown  here  attempted  to  adjust  for  some 
of  these  deficiencies,  in  particular  that  of  underreporting.  The 
upper  ends  of  the  ranges  were  developed  by  doubling  the  TRIM2  or 
ISDP  estimates,  under  the  assumption  that  the  50  percent  underre- 


The  Survey  of  Income  and  Program  Purticipation.  currently  fundwl  b>  the  Bureau  of  the 
Cenb'us  wiU  soon  provide  a  better  {>uurie  of  data.  althuuRh  it  Will  albo  have  problems  for  esti 
matin^i  offecUi  of  asset  restrictions 

i>ee  Appendix  K  ior  a  brief  description  of  the  In»,ome  Survey  IX'velopment  Program 
» *  See  the  discussion  of  the  ISDP  in  Appendix  K 
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porting  of  financial  asbetb  and  interebt  income  wab  nearl>  uniform 
across  the  income  dibtribution.  The  low  endb  of  the  rangey  typically 
used  the  estimates  unadjusted  for  underreporting. 

In  developing  the  ISDP  estimates,  reported  aniountb  of  assets 
were  used,  with  two  exceptions— cars  and  life  insurance.  For  cars, 
ISDP  provided  market  and  equity  values  for  1979.' ^  The  1979 
values  were  inflated  b^*  tht  CPI  for  used  cars  to  current  levels.  For 
life  insurance,  the  ISDP  does  not  provide  the  cash  value  of  insur- 
ance policies— which  families  are  unlikely*  to  know  -  but  onl>  the 
face  value  and  whether  the  policy  has  a  cash  value.  Cash  values 
are  only  a  fraction  of  face  values.  Based  on  information  from  sever- 
al life  insurance  companies,  cash  values  appear  to  be  onl}'  about  10 
percent  of  face  values  after  10  years  and  30  percent  to  50  percent 
after  20  years.  Theie  is  no  way  of  knowing  how  long  the  ISDP  fam- 
ilies have  owned  the  life  insurance.  For  this  reason,  as  well  as  be- 
cause the  face  value  amounts  were  quite  low  and  because  a 
number  of  families  reporting  receipt  of  AFDC  held  similar  amounts 
of  life  insurance,  life  insurance  holdings  were  not  considered  in 
these  estimates.  Many  low-income  families  have  life  insurance, 
however,  and  this  could  lead  to  an  underestimate  of  costs. 

Under  these  assumptions,  estimates  were  developed  using  TRIM2 
and  the  ISDP  of  families  becoming  newly  eligible  as  the  asset  re- 
strictions were  liberalized  or  removed.  The  ISDP  estimates  were 
well  below  those  from  TRIM2,  except  for  the  alternative  of  abolish- 
ing the  asset  restrictions,  in  which  case  the  estimates  were  almost 
identical.'^  This  discrepancy  might  result  from  the  small  ISDP 
sample  size. 

Estimates  of  the  number  of  newly  eligible  families  were  adjusted 
downward  to  allow  for  less  than  full  participation.  A  pa  Mcipation 
rate  of  70  percent  was  assumed.  This  participation  rate  is  less  than 
the  average  90  percent  in  AFDC  for  two  reasons.  First,  two-parent 
families  are  a  larger  proportion  of  families  affected  by  the  asset  re- 
strictions than  they  are  of  families,  receiving  AFCC,  and  the  par- 
ticipation rate  of  two  parent  families  is  less  than  the  rate  of  single- 
parent  families  (65  percent  to  70  percent,  compared  with  90  percent 
to  95  percent,  respectively).  Second,  families  with  assets  are  better 
off  than  families  with  no  assets  and  sometimes  have  higher  in- 
comes, reducing  their  participation  in  AFDC,  in  TRIM2,  which  in- 
corporates a  model  for  estimating  participation  rates,  families 
newly  eligible  because  of  the  changed  asset  tests  ^vere  estimated  to 
have  participation  rates  about  20  percent  lower  than  those  current- 
ly eligible  for  AFDC. 

Estimates  of  the  number  of  newly  participating  families  were 
held  constant  over  the  1986-1990  period.  Their  average  AFDC  ben- 
efit levels  were  those  estimated  in  TRIM2  for  1982,  adjusted 
upward  to  1986  and  beyond  by  actual  and  projected  increases  in  av- 
erage AFDC  benefits  per  family. 

Compared  with  the  estimates  of  other  proposed  changes  in 
AFDC,  such  as  mandating  a  minimum  benefit,  these  estimates  are 


'"^  Families  reported  the  vear.  niuke>  afid  m<xiei  <jf  eu«.h  ^ui.  and  imputed  market  valuot.  wer<? 
made  available  on  the  ISDP 

'  '  Thew  <.umparii>uni»  v^ere  made  aftti  addtn^;  to  TRIM*!  the  ei>timaled  tffevtjs  k>{  the  asset  tebt 
on  cart*  ba*-od  on  the  ISDP 
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very  uncertain.  The  large  range  provided  here  should,  however,  en- 
compasb  the  true  costs  of  liberalizing  the  AFDC  asset  restrictions. 

Reducing  States*  Financing  Shares  for  Increases  in  AFDC 

Benefits 

To  estimate  the  costs  of  reducing  states*  financing  shares  for  in- 
creases in  AFDC  benefits,  one  must  first  estimate  the  size  of  those 
benefit  increases.  The  CBO  estimates  that,  under  current  law,  aver- 
age benefits  to  families  with  no  income  (maximum  payment  levels) 
would  rise  by  3.5  percent  a  year  through  1990,  based  on  actual  in- 
creases in  recent  years.  From  a  weighted  average  July  1984  benefit 
level  for  a  three  person  family  of  $356,  benefits  would  rise  to  $438 
in  July  1990. 

With  these  estimated  benefit  increases,  a  new  weighted  average 
federal  financing  share  can  then  be  calculated,  as  explained  in 
Chapter  VI.  Federal  payments  under  the  new  financing  share  and 
under  the  current  54  percent  share  can  then  be  compared,  and  the 
federal  cost  of  the  new  financing  share  can  then  be  calculated. 

The  cost  in  any  fiscal  year  would  depend  on  the  time  of  year  in 
which  the  state  would  increase  its  benefits,  the  earlier  the  increase, 
the  higher  the  cost  to  the  federal  government.  In  practice,  different 
states  increase  benefits  at  different  times  of  the  year,  although  in- 
creases are  clustered  in  the  months  of  January  and  July.  For  pur- 
poses of  this  estimate,  it  was  assumed  that  40  percent  of  the  benefit 
increases  in  a  year  would  be  made  in  January  and  60  percent 
would  be  made  in  July,  based  on  the  actual  pattern  during  1984. 

The  estimates  of  CBO  were  based  on  benefits  for  a  three-person 
family  The  larger  the  family  size,  the  larger  the  benefit  level— and 
the  larger  the  absolute  increase  in  benefits  would  be  for  a  given 
percentage  increase.  Thus,  cost^>  of  this  provision  would  be  sensitive 
to  family  size  using  only  a  three  person  family's  benefit,  costs 
could  be  biased  !f  jmewhat.  About  28  percent  of  AFDC  families  con- 
sist of  three  persons,  48  percent  have  fewer  than  three  persons,  and 
25  percent  have  more  than  three.  Although  there  are  fewer  large 
families,  their  benefit  increases  could  be  quite  large,  making  the  di- 
rection of  the  bias  uncertain. 

The  foregoing  procedure  provided  estimates  for  Scenario  I  in 
which  states  would  not  give  any  additional  benefit  increases.  In  es- 
timating Scenario  II,  it  was  assumed  that  the  savings  to  states 
from  their  reduced  financing  share  under  Scenario  I  would  all  be 
used  to  increase  AFDC  benefits.  Knowing  the  states*  share  of  this 
increase,  and  the  states*  average  matching  rate,  the  total  (federal 
plus  states*)  increase  in  benefits  could  be  calculated.  In  1986,  for  ex- 
ample, statetj*  savings  from  their  reduced  financing  share  were  esti- 
mated to  be  $0.1  billion,  if  this  amount  were  used  to  increase  bene- 
fits, then  total  benefits  would  rise  by  $0.3  billion  (.1/.322,  the 
states*  financing  share). 

Although  there  are  some  uncertainties  in  these  calculations  of 
costs— primaril>  how  fast  AFDC  benefits  grow  under  current  law— 
they  are  minor  compared  with  the  uncertaint>  of  states'  reactions 
to  the  incentive  provided  by  H.R.  4920. 
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Enacting  the  Package  of  Pkoposai^ 

Estimates  of  the  number  uf  new  families  for  the  combinations  of 
proposals  were  based  on  TRIM2  simulations  for  1984.  Families 
were  classified  into  two-parent  or  single-parent  families,  and  some- 
what different  procedures  were  followed  for  each.  The  TRIM2  esti- 
mates of  newly  eligible  two  parent  families  were  adjusted  in  the 
same  manner  as  discussed  in  Chapter  III,  the  number  of  families 
eligible  was  reduced  for  an  anticipated  decline  in  unemployment 
rates  from  1984  to  1986  and  beyond,  and  a  participation  rate  of  60 
percent  w^as  applied.  For  single  parent  families,  TRIM2  s  estimate 
of  the  percentage  change  in  new  families  resulting  from  interac- 
tions among  the  proposals  was  applied  to  the  CBO  estimate  prior  to 
interactions. 

Average  AFDC  benefits  for  both  the  two-parent  and  single-parent 
families  were  based  on  TRIM2  s  estimates.  These  1984  estimates 
were  increased  to  1986  and  beyond  by  4  percent  a  year,  a  rough 
average  of  the  estimated  increases  fur  each  of  the  proposals  alone. 

These  estimates  are  subject  to  the  many  assumptions  and  uncer- 
tainties discussed  in  previous  chapters.  In  particular,  many  uncer- 
tainties surround  the  estimates  of  families  who  would  be  newly  eli- 
gible and  would  participate  in  AFDC.  Costs  in  AFDC  alone  associ- 
ated with  these  new  families  are  estimated  to  be  $3.4  billion  in 
1986,  accounting  for  around  50  percent  of  total  costs.  Estimates  for 
two  parent  families  are  particularl>  uncertain,  since  all  such  fami- 
lies would  be  eligible  for  what  would  amount  to  an  entirely  new 
program.  The  CBO  estimate  of  0.9  million  two-parent  families  par- 
ticipating in  AFDC  as  a  result  of  the  change  compares  with  an  esti- 
mated 0.7  million  to  0.9  million  non-AFDC,  two-parent  families 
now  participating  in  the  Food  Stamp  program.  In  this  light,  the  es- 
timates appear  reasonable,  although  they  can  never  he  certain. 
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APPENDIX  A.  ADDITIONAL  DETAILS  ABOUT  BASIC  WEL- 
FARE PROGRAMS:  AFDC,  FOOD  STAMPS,  MEDICAID,  SUB- 
SIDIZED riOUSING' 

I.  Aid  to  Famiues  With  Dependent  Children  (AFDC) 


The  Social  Security  Act  of  1935  marked  the  Federal  Govern- 
ment's entry  into  a  broad  range  of  social  insurance  and  public  wel- 
fare programs.  The  original  set  of  programs  included  Old-Age  As- 
sistance, Aid  to  the  Blind,  Aid  to  Dependent  Children  (ADC),  Un- 
employment Compensation,  and  Old-Age  Insurance  (i.e..  Social  Se- 
curity). Unlike  other  provisions  of  the  Act,  the  ADC  program  was 
regarded  as  minor.  The  purpose  of  the  ADC  program  was  to  enable 
State  to  aid  children'  (under  16  years  old)  who  had  been  deprived 
of  the  care  and  support  of  a  parent  because  of  his  death,  continued 
absence  from  the  home,  or  physical  or  mental  incapacity.  The  un- 
derlying perception  was  that  the  number  of  families  headed  by 
women,  the  majority  of  whom  were  widows,  would  remain  small 
and  that  these  mothers  should  remain  at  home  caring  for  their 
children  on  a  full  time  basis  rather  than  going  to  work.  The  pay- 
ment of  cash  to  the  family  was  a  direct  solution  to  the  loss  of  an 
earner  in  the  family. 

By  1961,  two-thirds  of  AFDC  children  were  found  to  be  needy  not 
because  of  the  death  of  their  father  but  because  the  father  had  left 
or  had  never  been  a  part  of  the  family  unit.  The  welfare  problem 
was  perceived  as  larger  and  mere  complex  than  loss  of  a  breadwin- 
ner and  harder  to  solve.  Ck)ngress  decided  that  welfare  checks  must 
be  supplemented  by  counseling  and  other  social  services.  In  its 
report  on  the  Public  Welfare  Amendments  of  1962,  the  House  Com- 
mittee on  Ways  and  Means  said  the  bill's  approach  emphasized 
"ser\'ices  to  help  families  become  self-supporting  rather  than  de- 
pendent upon  welfare  checks/*  ^  Similarly,  the  Senate  Finance 
Ckjmmittee  said  its  bill  wei&  designed  "to  encourage  and  assist  the 
States  to  provide  more  rehabilitation  services  in  order  to  get  indi* 
viduals  off  the  welfare  rolls  ..."  ^  To  stress  the  enlarged  focus  of 
the  ADC  program  its  name  was  changed  to  Aid  to  Families  With 
Dependent  Children  (AFDC). 


*  Carmen  Salomon  wrote  ihe  section  ou  AFDC>  Joe  Richardson.  Food  Stam(»  and  Subsidized 
Housing;  and  Jennifer  O'SulIivan,  Medicaid, 

*  It  was  not  until  1950  that  the  ADC  propam  wa&  broadened  to  include  the  mother  i».e.,  one 
needy  caretaker  relative  with  whom  the  child  wa«  living!. 

» t  S.  Cong  House  Committee  on  Ways,  and  Means.  Public  Welfare  Amendments  of  1962, 
report  to  accompany  H,R.  10616.  Marth  10.  1962.  Washington.  U.S.  Govt.  Print.  Off.,  1962.  87th 
Congress,  2d  Session.  Report  No.  1414.  p.  3 

'US  Congress  Senate.  Committee  *jn  Finance  Public  Welfare  Amendments  of  1962,  report 
to  accompany  H,R  10616  June  14.  1962.  Wa&hington.  U  S.  Govt  Print.  Off.  1962.  8ith  Congress. 
2d  Session.  Report  No.  15^9.  p.  1 
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However,  the  AFDC  rolls  continued  to  grow.  By  1967  the  share  of 
U.S.  children  under  18  who  were  enrolled  in  AFDC  had  reached  5.5 
percent  (from  3.7  percent  in  1961)  and  the  incidence  of  absent  fa- 
thers of  AFDC  children  climbed  to  three  out  of  four.  Congress 
turned  to  work  requirements  and  work  rewards  *  in  hopes  of  reduc- 
ing AFDC  rolls  and  promoting  self-sufficiency  of  welfare  families. 

Nevertheless,  the  share  of  AFDC  families  totally  deoendent  on 
AFDC  (with  no  earnings  or  other  reported  income)  r  e  from  55 
percent  in  1967  to  86  percent  in  1983  and  the  share  of  families  eli- 
gible for  AFDC  because  the  child's  father  was  absent  from  the 
home  reached  88  percent  (see  table  2).  Further,  the  share  of  U.S. 
children  under  18  who  were  enrolled  in  AFDC  was  16.5  percent  in 
1979. 

In  1981  Congress  stiffened  work  requirements,  empowered  States 
to  require  recipients  to  work  for  their  AFDC  checks,  and  imposed  a 
4  month  time  limit  on  the  work  incentive  bonus.  The  latter  provi- 
sion effectively  stopped  the  practice  of  permitting  long-term  supple- 
mentation of  earnings  by  AFDC.  Details  of  work  requirements  and 
rewards  are  discussed  in  Appendix  D. 

The  1981  law  also  lowered  the  countable  resource  limit  to  $1,000 
per  family  (from  $2,000  per  family  member)  but  prohibited  the 
States  from  counting  the  home,  which  States  previously  could  take 
into  account.  In  addition,  the  1981  Act  disqualified  from  AFDC:  stu 
dents  upon  their  18th  birthday  (19th,  at  State  option),  strikers, 
unborn  children  (before  third  trimester  of  mother  s  pregnancy).  It 
required  States  to  count  a  portion  of  stepparent  income,  prohibited 
AFDC  payments  smaller  than  $10  monthly,  and  permitted  States 
to  establish  work  relief  pro-ams  for  AFDC  recipients  and  author- 
ized two  other  work  programs. 

The  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982,  continuing 
in  the  same  vein,  sought  to  limit  AFDC  to  only  those  who  were 
"truly  needy".  The  1982  Act  permitted  States  to  prorate  the  shelter 
and  utilities  portion  of  benefits  for  shared  households,  eliminated 

Earental  absence  for  uniformed  service  as  grounds  for  AFDC  eligi- 
ility,  permitted  States  to  require  job  search  of  AFDC  applicants; 
required  States  to  prorate  initial  benefits  to  date  of  application  and 
to  round  benefits  down  to  the  nearest  dollar. 

In  1984,  however,  Congress  changed  direction.  In  the  Deficit  Re- 
duction Act  it  somewhat  liberalized  the  AFDC  program  for  earners. 
Further,  the  new  law  required  States  to  provide  Medicaid  coverage 
for  first-time  pregnant  women  if  they  met  their  State's  AFDC 
income  and  resource  requirements,  including  those  in  two-parent 
families  where  the  principal  earner  is  unemployed  (even  if  the 
State  does  not  have  an  AFIKMJnemployed  Parent  program).  Under 
the  new  law.  States  must  give  Medicaid  to  all  nee^  children  (born 
after  October  1983j  until  their  fift^h  birthday,  and  States  retain  the 
option  of  providing  Medicaid  coverage  to  all  needy  children  until 
their  21st  birthday. 

The  1984  Act  also  required  States  to  "pass  through"  to  the 
family  the  first  $50  a  month  in  child  support  that  it  collects  on 


•  In  1957.  Congress  «?j&o  irop-jsed  a  freezer.  Iat«i  Suspended  and  eventually  repealed,  on  the  pro- 
portion of  liiegiiimale  AfDC  children  ifi  eauh  State  whose  benefits  could  receive  Federal  match 
ing  funds. 
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behalf  of  AFDC  children,  but  forbids  the  State  to  count  these  pay- 
ments when  calculating  family  income  on  which  .benefits  are  based. 

In  addition,  Congress  enacted  the  Child  Support  Enforceme^nt 
Amendments  of  1984.  These  amendments  seek  to  strengthen  child 
support  enforcement,  primarily  by  requiring  States  to  adopt  cer- 
tain child  support  collection  procedures  for  overdue  payments,  in- 
cluding mandatory  income  withholding,  and  by  revising  the  incen- 
tive payment  program  to  account  for  collections  made  on  behalf  of 
non-AFDC  families. 

Eligibility 

In  order  to  gualify  for  AFDC  benefits,  a  child  (and  his  or  her 
caretaker  relative)  must  meet  income  and  resource  requirements  in 
addition  to  being  deprived  of  support  or  care  of  one  parent  because 
the  parent  is  dead,  incapacitated,  or  continuously  absent  from 
home  (and  in  some  States  unemployed).  Most  AFDC  recipients  also 
are  eligible,  on  income  and  assets  grounds,  for  food  stamps  (before 
1979  all  were);  and  all  automatically  are  eligible  for  Medicaid. 

Age  of  child.— As  enacted  in  1935,  the  AFDC  provisions  defined 
"chfld**  as  a  person  under  age  16.  In  1939,  States  were  given  the 
option  of  extending  AFDC  eligibility  to  needy  children  aged  16  and 

17  if  they  were  attending  school  regularly.  In  1956,  States  were 
able  to  receive  Federal  funding  even  if  the  State  AFDC  program 
included  16  or  17  year  old  needy  children  not  attending  school.  In 
1964,  States  were  permitted  to  receive  AFDC  Federal  matching  for 
needy  children  aged  18  through  20  who  attended  high  school  or 
were  enrolled  in  a  vocational  or  technical  training  course.  By  1965, 
States  could  receive  Federal  matching  for  all  needy  AFDC  children 
under  age  21  if  they  were  attending  high  school,  college  or  a  uni- 
versity or  were  taking  a  vocational  or  technical  training  course. 

In  1980,  the  law  allowed  States  to  choose  from  three  options  for 
establishing  a  maximum  age  for  AFDC  child  eligibility.  States 
could  limit  eligibility  to  a  child  who  was  (1)  under  age  18,  (2)  under 
21  and  a  student  regularly  attending  a  secondary  school,  college  or 
university,  or  regularly  attending  a  vocational  or  technical  training 
course,  or  (3)  under  age  21  and  a  student  regularly  attending  high 
school  or  a  vocational  or  technical  training  course,  but  not  college. 
Option  3  was  added  by  Public  Law  96-611. 

In  1981,  the  Omnibus  Budget  Reconciliation  Act  (OBRA)  limited 
the  definition  of  an  AFDC  child  to  a  needy  person  under  the  age  of 

18  or,  at  Slate  option,  under  the  age  of  19  if  the  child  was  a  full- 
time  student  expected  to  complete  high  school  or  equivalent  techni- 
cal training  before  reaching  age  19.  Under  the  1981  statute,  needy 
children  aged  18  and  older  who  are  college  students  do  not  qualify 
for  AFDC  benefits.  Further,  the  AFDC  work  requirements  were 
modified  to  exempt  only  those  parents  who  are  providing  care  for  a 
young  child  wdth  only  brief  and  infrequent  absences  from  the  child. 
In  its  report  on  OBkA,^  the  Senate  Finance  Committee  said  that 
"the  work  requirements  should  be  applied  in  such  a  way  that  per- 
sons who  are  able  to  work  are  in  fact  required  to  do  so."  The  report 
said  "AFDC  is  basically  intended  to  assist  persons  who  cannot 
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work.  Persons  who  choose  to  attend  college  do  not  meet  that  basic 
criterion.*'  The  report  further  stated  that  "It  is  difficult  to  justify 
asking  taxpayers  who  may  be  unable  to  afford  college  for  them- 
selves or  their  children  to  support  a  public  assistance  program  that 
enables  others  to  do  so."  Hence,  under  the  1981  legislation  children 
age  18  and  older  who  are  attending  college  no  longer  qualify  for 
AFDC  payments  and  parents  are  subject  to  the  work  requirements 
anu,  thus,  in  theory  would  not  be  able  to  attend  college  on  a  regu- 
lar basis. 

Unemployed  parent  program.— The  original  Social  Security  Act 
permitted  States  to  give  AFDC  only  to  needy  children  in  one- 
parent  homes,  unless  the  second  parent  was  incapacitated.  Then,  as 
now,  most  AFDC  children  lived  in  fatherless  homes.  For  the  first 
25  years  of  the  program,  if  a  parent  lost  his  job  and  his  family 
became  needy.  State  AFOC  programs  were  forbidden  to  help  the 
family  so  long  as  he  lived  at  home.  In  1961,  in  an  antirecession 
measure.  Congress  enacted  temporary  legislation  allowing  States  at 
their  option  to  provide  assistance  to  families  in  which  a  parent  was 
unemployed.  The  law  was  changed  so  that  jobless  parents  at  home 
would  not  disqualify  their  families  for  welfare.  States,  however, 
were  forbidden  to  aid  the  family  of  an  unemployed  parent  if  the 

[)arent,  without  good  cause,  refused  to  accept  work.  In  1987,  this 
eglblatiun  wab  made  permanent,  but  eligibility  was  limited  to  fam- 
ilies in  which  only  the  father  was  unemployed.^ 

At  first  the  States  defined  "unemployment,"  and  some  included 
fathers  who  worked  as  much  as  35  hours  a  week,  but  since  1971 
Federal  regulations  have  specified  that  an  AFDC  parent  can  work 
no  more  than  99  hours  a  month  to  be  classified  as  unemployed. 

Congress  in  1981  (P.L.  97-35)  specified  that  the  qualifying  unem- 
ployed parent  must  be  the  family  s  principal  earner.  Almost  half  of 
the  54  jurisdictions  with  AFDC  programs  never  have  used  the  op- 
tions to  give  AFDC  benefits  to  the  unemployed  and  partly  em- 
ployed. Currently  25  jurisdictions  have  the  Unemployed  Parent 
program.  Expansion  of  AFDC  eli^bility  to  unemployed  parents  has 
been  resisted,  because  of  opposition  to  welfare  for  the  able-bodied, 
and  at  least  in  some  of  the  remaining  States,  because  of  added 
Medicaid  costs.  As  mentioned  before,  a  family  that  is  eligible  for 
AFDC  automatically  is  eligible  for  Medicaid. 

Provision  for  pregnant  women  with  no  other  children,--By  stat- 
ute, AFDC  is  paid  on  behalf  of  a  needy  dependent  child  who  is 
living  with  a  specified  relative.  In  the  case  of  Burns  v.  Alcala,  the 
Supreme  Court  rules  that  the  term  "dependent  child"  does  not  in- 
clude unborn  children,  and  hence  a  State  receiving  Federal  match- 
ing for  AFliC  is  not  required  to  offer  welfare  benefits  to  pregnant 
women  for  their  unborn  children.  This  left  in  effect  a  longstanding 
regulation  that  a  State  may  provide  payments  on  behalf  of  an 
unborn  child  when  pregnancy  hajs  been  medically  verified.  The  So- 
licitor General  argued  on  behalf  of  the  Department  that  the  regula- 
tion authorizing  Federal  participation  in  AFDC  payments  to  preg- 


*  In  1967,  the  Ufn?m ployed  Parent  program  was  lenamed  the  Unemployed  Father  program 
and,  Fedeial  mauhing  wab  available  •uTtljr  foi  familieb  in  need  because  of  the  unemploy meni  of 
the  father.  In  1979.  the  Supreme  Court  ruled  in  Caufonnu  v.  Wesvoii  that  it  unconstitutional 
tu  make  AFDC  benefit*  available  Im  families  with  an  uneiTipIv>ed  fathei  but  not  a  famil>  with 
an  unemployed  mother. 
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nant  women  was  based  on  the  agency's  general  authority  to  make 
rules  for  efficient  administration  of  the  Act  rather  than  on  the  def- 
inition of'the  term  **dependent  child."  ^ 

Presently,  assistance  to  pregnant  woman  is  an  option  available 
to  States,  and  it  may  be  provided  by  either  or  both  of  two  methods. 
A  pregnant  women  who  has  no  other  children  but  who  would  be 
eligible  for  AFDC  if  the  child  were  born  and  living  with  her  may 
be  granted  the  amount  of  assistance  designated  for  one  adult  in  the 
State  need  standard.  A  pregnant  woman  with  a  child  or  children 
already  on  AFDC  as  well  as  one  with  no  other  children  may  be 
granted  a  special  needs  allowance.  Neither  of  these  provisions  may 
begin  earlier  than  the  sixth  month  of  a  medically  verified  pregnan- 
cy. As  of  October  1983,  31  States  permitted  pregnant  women  with 
no  other  children  to  receive  AFDC  payments  in  the  sixth  month  or 
later  of  a  medically  verified  pregnancy.  The  Deficit  Reduction  Act 
of  1984  requires  States  to  provide  Medicaid  coverage  for  first-time 
pregnant  women  whose  income  and  resources  are  within  their 
State's  AFDC  limits.  But  whether  these  women  receive  AFDC  cash 
payments,  is  a  State  decision  (Federal  funding  for  such  benefits, 
however,  is  available  only  after  the  sixth  month  of  pregnancy). 

Work  requirements 

\yhen  the  Social  Security  Act  was  passed  in  1935,  work  and 
training  were  considered  inappropriate  for  tho&e  who  qualified  for 
public  assistance.  It  was  generally  agreed  that  needy  persons  who 
were  aged,  blind  or  dependent  children  (and  their  caretaker  rela- 
tives) were  unemployable.  The  1961  AFDC  Characteristics  survey, 
however,  showed  that  during  November-December  1961,  4.6  percent 
of  AFDC  mothers  worked  full  time  and  8.3  percent  of  such  mothers 
had  part-time  jobs. 

Beginning  in  the  early  1960s,  through  various  legislation,  (Con- 
gress affirmatively  stated  that  work  and  training  programs  were 
desirable  for  welfare  recipients,  particularly  the  adult  recipients  of 
AFDC.  In  1961,  Congress  authorized  aid,  optional  with  the  States, 
for  a  child  needy  because  of  a  parents'  unemployment.  In  1962,  the 
C!ommunity  Work  and  Training  Program  (CWTP)  was  enacted. 
CWTP  allowed  States  to  require  AFDC  recipients  aged  18  and  older 
to  "work  off  their  AFDC  benefit.  CWTP  established  standards  for 
health  and  safety,  minimum  wage,  workmen's  compensation,  work 
expenses,  child  care  and  the  type  of  work  and  trainmg. 

The  Social  Security  Amendments  of  1967  established  the  Work 
Incentive  (WIN)  program  to  provide  job  training,  employment 
placement  and,  to  improve  the  occupational  skills  of  AFDC  recipi- 
ents 16  years  of  age  or  older  to  help  them  become  self-supporting. 

The  Social  Security  Act,  as  amended  by  Public  Law  97-35  and 
Public  Law  97-248,  permits  States  to  offer  a  number  of  employ- 
ment programs.  States  may  operate  job  search,  community  work 
experience  programs,  work  supplementation,  and  WIN  demonstra- 
tion programs.  All  States  must  have  a  WIN  program  or  a  WIN 
demonstration  program.  (See  Appendix  D  for  more  detailed  infor- 
mation on  the  work  requirements  and  programs.) 


'  Supreme  Court  of  the  United  States.  Burn&,  Commu^wner,  Departw  nt  of  Soctal  Services  of 
Iowa,  ei  aL  v.  Alcala  ct  al,  95  S.  a.  1180  (1D75). 
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Foster  care 

In  1961  Federal  matching  funds  were  offered  for  foster  care  of 
AFDC  children  removed  from  their  homes  after  a  judicial  determi- 
nation that  such  section  was  in  the  best  interest  of  the  child,  and  in 
1967  States  were  required  to  establish  foster  care  programs.  In 
1980  Congress  amended  the  law  to  require  each  State  to  establish 
by  October  1,  1982,  an  Adoption  Assistance  program  (title  IV-E  of 
the  Social  Security  Act)  for  AFDC  or  Supplemental  Security 
Income  (SSI)  children  with  "special  needs."  The  1980  legislation 
also  established  new  foster  care  rules,  imposed  a  potential  ceiling 
on  foster  care  funds,  and  moved  that  program  to  title  IV-E.  (See 
section  on  foster  care  in  Appendix  B  for  additional  information.) 

Child  support  enforcement 

In  the  years  before  the  1975  child  support  program  was  enacted, 
a  number  of  measures  were  passed  to  strengthen  the  law  on  behalf 
of  children  deprived  of  their  parents'  support  because  of  desertion 
and  illegitimacy. 

Congress  passed  the  first  child  support  legislation  in  1950.  It  re- 
quired State  welfare  agencies  to  notify  appropriate  law  enforce- 
ment officials  when  AFDC  benefits  were  given  to  a  child  who  had 
been  deserted  or  abandoned. 

In  1967,  C!ongress  instituted  what  it  thought  would  be  an  effec- 
tive program  of  enforcement  of  child  support  and  determination  of 
paternity.  The  1967  amendments  to  the  Social  Security  Act  re- 
quired the  State  welfare  agencies  to  establish  a  single,  identifiable 
unit  with  the  responsibility  of  undertaking  to  establish  the  paterni- 
ty of  each  child  receiving  welfare  who  was  born  outside  of  marriage 
and  to  secure  support  for  that  child. 

Although  it  was  hoped  that  the  States  would  use  the  1967  man- 
date to  improve  their  programs  on  behalf  of  deserted  children, 
most  States  failed  to  do  so.  In  1975  Congress  enacted  the  child  sup- 
port enforcement  program  (title  IV-D  of  the  Social  Security  Act), 
which  represented  a  major  new  Federal  commitment  to  deal  with 
the  problem  of  nonsupport  of  children.  The  law  stated  the  purposes 
of  the  new  program  to  be.  "enforcing  the  support  obligations  owed 
by  absent  parents  to  their  children  and  the  spouse  (or  former 
spouse)  with  whom  the  children  are  living,  locating  absent  parents, 
establishing  paternity,  and  obtaining  child  and  spousal  support." 
Title  IV-D  also  required  that  an  AFDC  applicant  or  recipient,  as  a 
condition  of  AFDC  eligibility,  assign  her  child  support  rights  to  the 
State  and  cooperate  with  the  State  in  establishing  paternity  of  a 
child  born  outside  of  marriage  and  in  obtaining  support  payments. 

In  1984,  Congress  enacted  amendments  designed  to  strengthen 
the  9-year-old  child  support  enforcement  program.  The  new  amend- 
ments reflect  an  effort  to  refocus  the  program  to  serve  all  children 
in  need  of  child  support  enforcement  services,  regardless  of  their 
circumstances.  In  addition,  the  amendments  require  States  to  use 
stringent  enforcement  tools,  including  mandatory  wage  withhold- 
ing, in  cases  involving  arrearages.  (See  Appendix  B  for  a  discussion 
of  child  support  payments  and  their  affect  on  reducing  poverty 
among  children  and  families.) 
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FEDERAL  AND  STATE  ROLES 


Under  the  AFDC  program  Federal  funds  are  available  to  all 
States,  the  District  of  Columbia,  Guam,  Puerto  Bico,  and  the 
Virgin  Islands  for  the  purpose  of  strengthening  family  life  by  pro- 
viding financial  assistance  and  care  to  needy  dependent  children  in 
their  own  homes  or  in  the  homes  of  responsible  caretaker  relatives. 
Under  matching  formulas  in  the  Social  Security  Act,  about  54  per- 
cent of  each  AFDC  benefit  dollar  is  paid  by  the  U.S.  Treasury  and 
46  percent  by  the  States.  The  Federal  share  varies  among  States 
and  is  inversely  related  to  State  per  capita  income,  squared.®  The 
Federal  Government  pays  at  least  50  percent  of  each  State's  AFDC 
benefit  payments  and  more  than  70  percent  in  eight  States;  and  50 
percent  of  their  adminstrative  costs.  States  decide  whether  their  lo- 
calities must  help  pay  for  the  State's  AFDC  program.  As  of  October 
1,  1983,  10  States  required  their  localities  to  pay  some  portion  of 
benefit  costs,  and  16  States  required  them  to  help  pay  administra- 
tive costs.  The  Federal  Government  imposes  no  ceiling  or  floor  on 
State  AFDC  benefit  levels.  And,  because  AFDC  is  an  open-ended 
entitlement  program,  the  Federal  Government  is  obliged  to  pay  its 
stated  percentage  of  each  State's  AFDC  benefit  payments. 

Open-ended  Federal  grants,  with  matching  rates  between  50  and 
77  63  percent,  give  the  Federal  Government  a  significant  stake  in 
the  AFDC  program.  However,  since  the  States  set  their  own  eligi- 
bilitv  standards  within  outer  Federal  bounds,  establish  benefit 
levels,  and  choose  whether  to  participate  or  not,  the  Federal  Gov- 
ernment has  little  immediate  or  direct  control  over  total  spending, 
benefit  levels,  or  distribution  of  grant  funds  across  States.  AFDC 
maximum  benefit  levels  for  a  family  of  three  with  no  countable 
income,  for  example,  vary  from  $96  per  month  in  Mississippi  to 
$719  per  month  in  Alaska  (January  1985  data),  a  range  that  far  ex- 
ceeds the  difference  in  the  cost  of  living  in  the  two  States. 

Diverse  views  abut  how  to  define  the  "deserving"  poor  are  illus- 
trated by  the  variations  in  eligibility  and  payment  provisions 
across  States.  States  vary  in  their  treatment  of  unborn  infants  and 
children  between  18  and  19,  their  willingness  to  provide  assistance 
to  families  with  an  unemployed  parent,  their  work  requirements 
and  resource  limits.  Although  some  of  this  variation  may  reflect 
differences  in  the  ability  of  States  to  finance  welfare  programs, 
some  is  thought  to  represent  differences  in  attitudes. 

Table  1  illustrates  the  variations  in  State  coverage  of  AFDC  fam- 
ilies. It  shows  that  as  of  October  1,  1983,  41  jurisdictions  provided 
coverage  to  high  school  students  over  18  but  under  19.  In  13  juris- 
dictions the  child  had  to  be  under  age  18.  Thirty-one  jurisdictions 
made  payments  to  pregnant  women  with  no  other  children,  most 
beginning  with  the  sixth  month  of  pregnancy.  Twenty-five  jurisdic- 
tions offered  AFDC  to  needy  families  in  which  the  principal  earner 
was  unemployed  (a  recipient  can  work  up  to  99  hours  a  month  and 
still  be  classified  as  unemployed).  Twenty-one  jurisdictions  had 
workfare  programs  (usually,  only  in  some  counties)  in  which  recipi- 


"For  mc»it  mfurmatiun  on  iht  AFDC  maUhing  rormulau,  see  Analysis  of  Federal-State  Cost- 
Shanng  ifi  the  Aid  Uj  Ftxnultcb  Wuh  Dependent  Children  Program,  March  1982.  tCRS  Report 
No.  82-62  EPW) 
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ents  were  required  to  work  in  exchange  for  their  AFDC  benefits.  In 
such  programs  the  recipient  does  not  become  a  paid  employee  but 
instead,  works  off  the  AFDC  benefit.  Twenty  jurisdictions  had  a 
WIN  demonstration  program  instead  of  a  WIN  program.  Only  one 
State  was  participating  in  the  work  supplementation  program. 
Under  this  program  States  are  allowed  broad  discretion  in  estab- 
lishing employment  programs  in  which  AFDC  recipients  may,  as 
an  alternative  to  receiving  AFDC  payments,  volunteer  to  partici- 
pate. In  47  jurisdictions  the  resource  limit  (which  excludes  the 
home)  was  set  at  the  Federal  ceiling;  $1,000  in  equity  value  per 
family.  The  equity  value  of  non-exempt  personal  property  held  by 
the  family  in  the  other  seven  States  was  below  $1,000. 

TABLE  l.-STATE  COVERAGE  OF  AFDC  RECIPIENTS 

Age  >     ^ml^i    ""pSrSrf^      Work  programs  ^  saitce 


program 


3 


Alabama   18  No  No  CWEP  

Alaska   18  7th  No  None  

Arizona   19  No  No  Demo  

Arkansas   18  No  No         Demo   $800 

California   19  6th  Yes  CWEP  

Colorado   19  6th  Yes  CWEP  

Connecticut   19  6th  Yes        None   250 

Delaware   18  9th  Yes  Demo  

District  of  Columbia   19  6th  Yes  None  

Florida   18  6th  No  Demo  

Georgia   18  No  No  CWEP  

Hawaii   19  6th  Yes        None   (») 

Idaho   19  6th  No  CWEP  

Illinois   19  No  Yes  Demo  

Indiana   18  No  No         None   («) 

Iowa   19  No  Yes        Demo  &  CWEP  

Kansas   19  6th  Yes  CWEP  

Kentucky   19  No  No  CWEP  

Louisiana   19  6th  No  None  

Maine   19  No  No         Demo   C') 

Maryland   19  6th  Yes  Demo  

Massachusetts   19  6th  Yes  Demo  

Michigan   19  6th  Yes        Demo  &  CWEP  

Minnesota   19  7th  Yes  CWEP  

  18  No  No  None  


Missouri   19  No  Yes  None  

Montana   19  6th  No  None  

Nebraska   19  6th  Yes  Demo  

Nevada   19  6th  No  None   (») 


ERIC 


488 


471  ^ 
TABLE  l.-STATE  COVERAGE  OF  AFDC  RECIPIENTS-Continued 

nnvpraop  nf    Unemployed  R^ 
Age>     Snwi      P3f«"^         Work  programs*  source 

New  Hampshire   18    No         No  None  


New  Jersey   19  No  Yes  Demo  

New  Mexico   19  6th  No  CWEP  

New  York   19  6th  Yes  CWEP  

North  Carolina   19  No  No  CWEP  (sec.  1115). 

North  Dakota   19  6th  No  CWEP  


Ohio   19  6th  Yes  CWEP  

Oklahoma   19  No  No  Demo  &  CWEP.. 

Oregon   19  9th  No  Demo  

Pennsylvania   19  No  Yes  Demo  CWEP  

Rhode  Island   19  6th  Yes  None  


South  Carolina   19  No  No  CWEP  

South  Dakota   19  No  No  Demo  &  CWEP.. 

Tennessee   18  7th  No  None  

Texas   19  No  No  Demo  

Utah   19  6th  No  None  


Vermont   18  6th  Yes  none  

Virginia   19  No  No         Demo  &  CWEP   600 

Washington   19  7th  Yes  CWEP  

West  Virginia   18  No  Yes        Demo  &  CWEP  

Wisconsin   19  7th  Yes  Demo  


Wyoming   19  6th  No  None  

Guam   19  6th  Yes  None  

Puerto  Rico   18  No  No  None  

Virgin  Islands   19  No  No  None  

1  Erig,Nltty  for  AFDC  ends  on  a  child's  18th  birthday,  or  at  State  option  upon  a  child's  19th  birthday  if  the 
M  IS  a  iu!'  time  student  in  a  secondary  or  technical  school  and  may  be  expected  to  complete  the  program 
before  he  or  she  reaches  age  19, 

^  Stales  at  i<i:  option  may  provide  AFDC  to  pregnant  women.  However,  Federal  matching  for  pregnant 
wofpen  with  '  Jh*  children  is  available  only  after  the  5th  month  of  a  medically  venfied  pregnancy.  The 
numbers  .r  :\s  column  represent  the  month  of  pregnancy  in  which  the  State  begins  AFOC  payments  to 
pregnant  women  with  no  other  children. 

'  States  at  their  option  may  offer  AFDC  to  children  in  two-parent  families  who  are  needy  because  of  the 
unemployment  of  one  of  their  parents. 

♦  The  Omnibus  Budget  Reconciliation  Act  of  1981  (PI  97  35)  established  three  emplopent  programs 
which  States  can  implement  the  work  incentive  vWIN)  aemonstiation  progidm,  the  community  work  experience 
program  (Ci^EP),  arid  the  work  supplementation  program. 

^  Varies, 


CHARACTERISTICS  OP  AFDC  PAMIUES 

In  1983,  the  average  AFDC  family  consisted  of  three  persons,  one 
adult  and  two  children.  AFDC  families  primarily  resided  in  cities. 
AFDC  families  were  about  equally  divided  between  white  and  other 
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races  (blacks  made  up  44  percent  of  the  AFDC  caseload  in  1979). 
Close  to  half  of  all  AFDC  families  lived  in  households  that  included 
non-AFDC  members.  In  almost  90  percent  of  all  AFDC  families  the 
father  of  the  children  was  absent  from  home;  in  almost  half  he  was 
not  married  to  the  mother.  The  percentage  of  families  in  which  the 
father  was  not  married  to  the  AFDC  child's  mother  climbed  from 
21  percent  in  1961  to  32  percent  in  1973  to  47  percent  in  1982  and 
1983.  In  1979  more  than  one-third  of  AFDC  children  were  under 
age  6  and  about  fourth-fifths  were  under  age  14.  The  average  age 
was  just  over  8  years.  Boys  outnumbered  girls  slightly.  Only  about 
one  AFDC  family  out  of  17  had  earnings  in  the  survey  month.  The 
average  AFDC  family  had  received  AFDC  for  only  2  years.  (See 
table  2.) 
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TABLl  2.-CHARACTERISTICS  OF  AFDC  FAMILIES,  1961-83 


"tw^     May  Jan-      Jan.      May      Mar.  Mar.      Mav  Mar. 

m     1%7     ^^^^  ^^^^  ^''^^ 

Average  family  size                                            4.2     4.2     4.1  3.9     3.6     3.3     3.2  3.0     2.S  2.9 

Percentage  of  fathers— 

Defd  2                                                    7.7     5.5     5.5  4.3     4.0     3,7      2.6  2.2   

Absent  2                                                  66.7    74.2    75.4  76.2    80.4    83.3    84.8  86.9    87.6  88.4 

Not  married  to  mother  2                                   21.3    26.8    27.9  27.7    31.5    31.0    33.8  37.8    46.5  47.4 

Percentage  of  working 

mothers  with—                                                         ,  „ 

Full-time  jobs                                              4.6      .6     7.5  8.3     9.8    10.4     8.4     8.8    1.6 

Part-time  jobs                                            8.3     7.1     5.8  5.6     6.3     5.7     5.4     5.4    3.7 

Percentage  of  families: 

Witli  earnings                                             19.2    19.2    18.7  17.2     16.5    14.6    12.9  12.9     5.9  6.0 

With  only  AFDC  income                                     55.2    54.8    56.0  59.5    66.9    71.1    78.2  80.7    87.5  86.2 

Median  number  of  months  on  AFDC                              25.0    25.0    23.0  19.0    24.0                    29.0  26.0  25.0 

Race  (percent): 

White.....                                                51.6    52.9    48.1  48.3    46.9    50.2    52.6  51.7   

Blacl<                                                   43.3    44.5    45.2  43.3    45.8    44.3    43.0  43.9   

Percent  of  households  that  include  non-AFDC  members                42.9    36.2    33.8  34.1    34.9    34.8    34.8  40.7    48.1  44.0 

'  rtiere  li  a  spetidl  pioDiem  m  maidiing  current  leopienl  didiaueiistiu  m  tor  May  1382  dnd  Match  1983  with  those  a(  wevious  years  beause  the  data  sourws  differ  The  sources 

ol  cliaracieristici  through  19/3  were  individual  surveys  ol  similai  design  speciall)  ccndm-ied  to  gathei  recipient  characteristics  from  a£ency  case  files.  In  contrast,  the  current  data  were 

derived  from  the  information  available  from  May  1982  and  March  1983  quality  control  case  sample.  ^.     ^  .r>v> 

» The  data  loi  19/3-;9  are  not  comparable  (o  othei  years  because  they  represent  AFK  children"  whose  father  was  dead,  absent,  oi  not  married  to  then  mother  rather  than  AFDC 

■lamilies  Dy  status  ol  laihei.  in  i96;,  we  have  data  on  Doth  the  status  ol  the  father  with  respect  to  the  children  and  the  family.  Percent  of  ATDC  children  whose  father  was  dead,  absent, 
or  not  married  to  mother;  5.3, 70.4,  and  21.9  percent,  respectively. 

Source.  Congresstonal  Research  Service  based  on  AFOC  recipient  characteristics  studies,  conducted  by  the  Department  of  ffealth  and  ffuman  Serwces, 
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II.  The  Food  Stamp  Program 


HISTORY 


The  modern  food  stamp  program  was  established  with  the  Food 
Stamp  Act  of  1964.®  This  law  allowed  States  to  offer  federally 
funded  food  stamp  aid  to  households  that  met  the  standards  al- 
ready established  for  their  cash  welfare  programs,  but  without  *he 
categorical  limits  used  in  those  programs,  such  as  deprivation  of 
the  support  of  a  parent.  It  also  required  that  participating  house- 
holds put  a  portion  of  their  own  monthly  cash  income  to  "buy  into" 
the  food  stamp  program.  Participants  bought  a  food  stamp  allot- 
ment that  was  worth  more  than  the  amount  they  paid.  In  effect, 
the  program  offered  a  Federally  financed,  optional  supplement  to 
State  cash  welfare  efforts  of  the  time. 

Until  benefits  were  made  nationally  standard  and  increased  sub- 
stantially, and  eligibility  limits  taken  from  State  hands,  liberalized, 
and  made  nationally  uniform,  food  stamp  aid  was  off^ered  in  only 
about  half  the  country.  But,  with  increased  benefits  and  nationally 
uniform  eligibility  standards, '°  and  1973  legislation  that  threat- 
ened to  remove  other  methods  of  food  assistance,''  the  food  stamp 
program  became  nationally  available  by  early  1975.  However, 
States  still  have  the  option  to  withdraw  totally. 

The  final  major  changes  in  the  food  stamp  program  occurred  in 
1979,  as  the  result  of  a  1977  rewrite  of  the  Food  Stamp  Act.  The 
requirement  that  participating  households  pay  for  their  food  stamp 
allotment  was  repealed.  Thereafter,  rather  than  buying  a  monthly 
food  btamp  allotment  worth  more  than  their  purchase  requirement 
and  receiving  a  "bonus"  amount  as  their  benefit,  participants  re- 
ceived the  bonus  amount  outright.  It  was  assumed  that  they  would 
use  some  of  their  own  income  (roughly  their  old  purchase  require- 
ment amount)  to  buy  food,  with  food  stamp  benefits  as  a  supple- 
ment. In  addition,  the  1979  implementation  of  the  1977  legislation 
placed  lir-iits  on  the  degree  to  which  non  food  household  expenses 
could  be  taken  into  account  in  determining  eligibility  and  benefits. 
This  was  done  by  limiting  so-called  "deductions"  (discussed  below). 

The  net  result  of  the  changes  in  the  course  of  the  food  stamp  pro- 
grams history  is  that  it  has  evolved  from  a  food  buying  supplement 
of  limited  availability  to  an  almost  universally  available  income 
guarantee  program,  although  a  small  guarantee  (roughly  $70  per 
person  per  month,  with  benefits  received  in  early  1985  averaging 
nearly  $45)  and  one  usable  only  for  food. 

The  food  stamp  program  now  operates  in  the  50  States,  the  Dis- 
trict of  Columbia,  the  VI  t^n  Islands,  and  Guam.'^  Under  the  au- 


'  Earlier  food  stamp  programs  included  a  1939  1943  effort  tu  mcreabe  tonsumptiun  uf  bur 
plus"  commodities,  and  1961-1964  pilot  projects  that  were  prototypes  for  the  1964  act 

'"This  wan  dune  in  stages.  In  1970,  administrative  devii$ion»  were  taken  Cm  {Standardise  and 
iiberalise  benefits.  In  1971,  legislation  afiirmcd  these  admin wtiative  det.isiuria,  required  nation 
ally  uniturm  eligib)i«t>  standards,  and  further  increased  benefit^t  through  a  retiuiiemerii  that 
they  he  indexed. 

' '  1973  legislation  required  that  an>  State  choosing  to  offer  food  stamp  aid  in  an>  pait  of  the 
Stale  must  do  it  Statewide,  and  enectivel>  removed  the  unl>  food  Assistance  alteinative  ^distri- 
bution of  Federally  donated  commodities). 

'  ^  A  special  program  of  cash  benefita  for  food  assistance  is  operated  m  Puerto  Riwv,  using  an 
annual  million  Federal  block  grant.  A  specmlU  designed  food  stamp  piogram  tty  operated  m 
the  Commonwealth  of  the  Northern  Mariana  Islands. 
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thority  of  the  Food  Stamp  Act  of  1977,  the  Federal  Government  es- 
tablishes the  rules  that  govern  administration,  eligibility,  and  ben- 
efits; and  with  certain  minimal  variations  for  Alaska,  Hawaii,  and 
the  territories,  they  are  nationally  uniform.  States  are  in  charge  of 
day-to-day  administration  and  decide  whether  or  not  to  offer  the 
program;  but,  if  a  State  chooses  to  offer  it,  it  must  do  so  throughout 
the  State. 

The  cost  of  operating  the  food  stamp  program  is  shared.  The  bulk 
of  the  cost  is  paid  by  the  Federal  Government;  all  benefit  costs; 
Federal  administrative  expenses;  and  approximately  50  percent  of 
State  and  local  administrative  costs.  States,  and,  in  some  cases,  lo- 
calities, pay  the  remaining  costs;  namely,  about  50  percent  of  ex- 
penses for  State  and  local  administration. 

EUGIBIUTY 

The  food  stamp  program  imposes  two  major  tests  for  eligibility: 
income  limits  and  liquid  assets  limits.  With  certain  exceptions,  all 
households  must  pass  food  stamp  eligibility  requirements,  the  ex- 
ceptions dre  for  those  who  have  already  met  similar  requirements 
for  receipt  of  cash  welfare. 

Generally,  all  individuals  living  together  and  purchasing  and 
preparing  food  in  common  constitute  a  food  stamp  "household"  and 
must  apply  together;  the  income  and  assets  of  all  household  mem- 
bers are  aggregated  in  determining  eligibility  and  benefits.  Excep- 
tions to  this  general  rule  include  modifications  that  require  persons 
to  apply  together  if  they  live  together  no  matter  whether  they  sep- 
arately purchase  and  prepare  food,  and  that  allow  related  elderly 
and  disabled  persons  to  apply  separately  regardless  of  the  related- 
ness  rule. 

For  families  with  children,  the  food  stamp  program  typically  con- 
siders both  the  household  s  gross  and  countable  monthly  cash 
income.  A  household's  monthly  gross  income  is  all  cash  income 
except  for  energy  assistance  payments,  a  portion  of  student  aid,  re- 
imbursements for  expenses,  and  certain  other  income  required  to 
be  disregarded  by  other  Federal  laws.  It  must  fail  below  the  month- 
ly^ equivalent  of  130  percent  of  the  Federal  poverty  guildelines.  In 
addition,  its  countable  monthl>  income  must  fall  below  the  Federal 
poverty  guidelines  themselves.  Countable  income  is  gross  income 
less  certain  "deductions**  (discussed  below). 

For  families  with  children,  countable  monthly  income  typically 
excludes  the  following  deductions: 

—An  inflation-indexed  standard  deduction,  set  at  $95  a  month 
for  Fiscal  Year  1985,  regradless  of  household  size; 

—  18  percent  of  any  earned  income,  in  recognition  of  taxes  and 
work  expenses; 

—  Work  or  training-related  expenses  for  the  care  of  a  dependent, 
such  as  day  care  for  a  child;  and 


If  A  huusehuld  YioA  afi  e!>ieil>  dibubled  oiembci.  only  the  wtJMnutblt;  incoine  tesi  ^dibcussed 
below)  is  used< 

'*  Househuldb  With  oldeiJ>  *ji  di&abled  meiriberb  fiia^  al^  deduct  th«  medical  expenses  of  that 
member,  to  the  extent  they  exceed  $»35  a  month. 
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—Monthly  shelter  expenses,  to  the  extent  they  exceed  50  percent 
of  the  countable  income  remaining  after  all  other -potential  de- 
ductions have  been  subtracted  out. 

However,  the  total  of  excluded  dependent-care  and  excess  shel- 
ter-expense deductions  cannot  exceed  an  inflation-indexed  ceiling, 
set  at  $134  a  month  for  FY  1985.1^ 

Eligible  households  must  also  have  liquid  assets  below  $1,500,'^ 
excluding  the  value  of  a  home,  a  portion  of  the  value  of  motor  vehi- 
cle, business  assets,  household  belongings,  and  certain  other  limited 
classes  of  assets  (for  example,  the  value  of  a  burial  plot).  AFDC 
households  are  exempt  from  this  test,  having  met  a  similar  test  for 
AFDC  eligibility. 

The  few  categorical  eligibility  rules  in  the  food  stamp  program 
are  also  of  some  note.  Illegal  and  temporarily  resident  aliens  are 
ineligible.  Strikers  and  those  who  have  voluntarily  quit  a  job  with- 
out good  cause  are  ineligible.  Postsecondary  students  are  ineligible 
unless,  having  met  the  normal  income  and  assets  tests,  they  are 
working  at  least  half-time  oi  have  dependent  children.  SSI  recipi- 
ents in  two  States  (California  and  Wisconsin)  are  ineligible;  their 
SSI  cash  benefits  have  been  increased  somewhat  to  take  into  ac- 
count lost  food  stamp  benefits. 


As  with  other  welfare  programs,  the  food  stamp  program  has  a 
set  of  employment-related  requirements.  In  order  to  retain  eligibil- 
ity, unemployed  or  partially  employed  able-bodied  adult  household 
members  must  register  for,  seek,  and  accept  suitable  employment, 
if  offered.  Exceptions  are  provided  for  those.  18  or  under,  60  or 
over,  caring  for  dependents  (disabled  or  under  age  6),  already  com- 
plying with  another  program's  similar  work  requirements,  working 
at  least  30  hours  a  week  (oi  earning  the  minimum-wage  equiva- 
lent), otherwise  eligible  post-secondary  students,  and  residents  of 
drug  addiction  or  alcoholic  rehabilitation  programs.  A  further  re- 
quirement, that  ./ork  registrants  conduct  a  monitored  "job  search" 
(typically  requiring  a  certain  number  of  job  contacts),  is  enforced  at 
State  option.  Finally,  States  and  localities  may  opt  to  operate  a 
"workfare"  program  under  which  work  registrants  must  "work  off 
their  household's  food  stamp  allotment  in  public  service  employ- 
ment assigned  by  the  welfare  agency.  Under  such  a  program  the 
number  of  hours  required  are  calculated  by  dividing  the  house- 
hold's monthly  allotment  by  the  minimum  wage. 


Several  changes  have  been  made  since  1980  in  Federal  Medicaid 
rules  governing  mandator>  and  optional  coverage  of  children.  The 
Omnibus  Budget  Reconciliation  Act  of  1981  (OBRA)  (P.L.  97-35) 
modified  requirements  for  coverage  of  the  medically  needy.  The 


For  hou5eholdi>  with  elderl>  yr  disabled  membcTh,  the  $134  hm.t  applies  only  U»  depeiident- 
care  expenses  deductions. 

Hguseholds  of  t«»o  or  rriore.  wnth  at  least  one  elderl>  member,  ma>  have  liquid  dbs^t^v  of  up 


WORK  RULES 


III.  Medicaid 


RECENT  LEGISLATIVE  CHANGES 
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Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  (TEFRA)  (P.L.  97- 
248j  authorized  Medicaid  coverage  for  certain  disabled  children 
living  at  home.  The  Deficit  Reduction  Act  of  1984  (DEFRA)  (P.L. 
98-369)  mandated  Medicaid  coverage  for  certain  young  children 
and  pregnant  women  previously  covered  by  the  States  on  an  op- 
tional basis.  (These  laws  are  referred  to  as  OBRA,  TEFRA,  and 
DEFRA,  respectively.) 

In  1981,  as  part  of  OBRA,  C!ongress  made  some  changes  in  the 
requirements  for  medically  needy  programs  that  have  potential 
impact  for  coverage  of  children  and  pregnant  women.  Before  enact- 
ment of  OBRA,  S^atf;S  having  medically  needy  programs  were  re- 
quired to  extend  comparable  coverage  to  all  four  eligibility  grou{» 
(aged,  blind,  disabled,  and  members  of  families  with  children).  The 
OBRA  provides  that  if  a  State  offers  medically  needy  covera/^e  to 
an^  group  it  must,  at  a  minimum,  provide  ambulatory  services  to 
children  and  prenatal  and  delivery  services  for  pregnemt  women. 
Several  States  that  previously  did  L.ot  offer  medically  needy  cover- 
age are  in  the  process  of  establishing  so-C£dled  limited  medically 
needy  programs  pursuant  to  the  OBRA  provision. 

In  1982,  as  part  of  TEFRA,  Congress  permitted  States  to  extend 
Medicaid  to  certain  disabled  children  under  age  18  who  are  living 
at  home  and  would  be  eligible  for  SSI  (and  therefore  Medicaid)  u 
they  were  institutionalizea.  The  State  must  detemine  that:  (a)  the 
cnild  required  the  level  of  care  provided  in  an  institution,  (b)  it  is 
appropriate  to  provide  such  care  outside  of  the  facility,  and  (c)  the 
cost  of  care  at  home  is  no  more  than  institutioned  care. 

In  1984,  the  Congress  approved  several  significant  changes  relat- 
ing to  the  coverage  of  chflaren  and  pregnant  women.  The  original 
Medicaid  legislation  authorized  States  to  extend  coverage  to  *  Ribi- 
coff  children."  As  of  1984,  almost  all  States  provided  protection  for 
at  least  some  of  these  children,  though  in  many  States  coverage 
was  restricted  to  certain  categories  such  as  children  in  foster  care 
or  subsidized  adoptions.  The  DEFRA  required  states  beginning  Oc- 
tober 1,  1984,  to  cover  all  Ribicoff  children  under  age  five  who  are 
born  after  October  1,  1983.  Thus,  by  October  1988,  States  will  be 
required  to  offer  Medicaid  protection  to  all  children  under  age  five 
meeting  the  State's  AFDC  income  and  resources  requirements  re- 
gardless of  whether  the  child  meets  the  AFDC  definition  of  depend- 
ent child.  The  impact  of  this^  legislation  will  vary  by  State.  Some 
States  already  cover  these  children,  but  many  States  have  covered 
onlv  limited  subsets  of  the  eligible  ponulation. 

The  DEFRA  also  made  several  changes  regarding  coverage  of 
first  time  pregnant  women.  Since  October  1,  1984,  States  have  been 
required  to  cover  such  women  from  the  medical  verification  of 
pregnancy,  provided  they  meet  the  AFDC  income  and  resources  re- 
quirements. States  also  are  required  to  offer  coverage  to  first-time 
pregnant  women  in  two-parent  families  where  the  principal  bread- 
winner is  unemployed.  Before  October  1,  1984,  coverage  for  first- 
time  pregnant  women  was  optional,  although  most  States  provided 
Medicaid  protection,  at  least  during  the  third  trimester. 

A  numSer  of  changes  concerning  medicaid  coverage  of  children 
have  stemmed  from  changes  made  in  the  AFDC  program.  Perhaps 
the  most  significant  changes  were  those  made  in  1981  by  OBRA. 
The  OBRA  changes  to  the  AFDC  program  were  designed  to  target 
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cash  assistance  to  persons  most  in  need.  Howe\er,  persons  who  lost 
AFDC  also  lost  automatic  Medicaid  coverage.  As  a  result  of  the 
AFDC  revisions,  approximatley  400,000  families  lost  AFDC  eligibil- 
ity and  its  guarantee  of  Medicaid  coverage,  though  some  of  these 
persons  may  have  been  able  to  regain  Medicaid  protection  m  those 
States  that  had  a  medically  needy  program.  The  reduction  in  num- 
bers of  children  eligible  for  AFDC  and  therefore  Medicaid  as  a 
result  of  the  OBRA  provision  was  partially  offset  in  1982  by  an  in- 
crease in  the  number  of  children  who  became  eligible  because  the 
recession  cut  their  family  income.  As  noted  in  Chapter  VI,  the 
DEFRA  requires  States  to  extend  protection  for  9  months  to  earn* 
ers  who  lose  AFDC  eligibility  coverage  because  the  "one-third  dis- 
regard** no  longer  applies  to  them.  Further,  States  are  permitted  to 
extend  protection  to  this  group  for  an  additional  6  months.  It  is  es- 
timated that  55,000  families  will  come  on  the  rolls  in  FY  1985  as  a 
result  of  this  provision.  Beginning  in  FY  1986  the  number  is  ex- 
pected to  level  off  at  35,000  families. 

RECIPIENTS 

Approximately  21.5  million  persons  received  Medicaid  services  in 
FY  1983.  Of  these,  9.4  million  were  classified  as  dependent  children 
(in  AFDC-type  families)  and  an  additional  1.3  million  were  classi- 
fied as  "other  persons**  (the  majority  of  whom  were  children). 
These  figures  have  remained  relatively  constant  since  FY  1974. 
This  is  not  only  because  Congress  has  placed  restrictions  on  eligi- 
bilit>  but  also  because  States  generally  have  structured  their  pro- 
grams so  as  to  limit  the  expansion  of  the  covered  population. 

Table  3  shows  the  total  number  of  child  and  adult  recipients  by 
category  over  the  FY  1972-1983  period  (earlier  data  contain  some 
inconsistencies  and  are  not  presented  here).  The  category  labeled 
"other  persons**  is  primarily  composed  of  "Ribicoff  children.**  These 
are  persons  under  age  21,  20,  19,  or  18,  who  do  not  meet  the  defini- 
tion of  an  AFDC  dependent  child  but  whose  income  and  resources 
fall  within  their  State*s  AFDC  income  and  resource  limits. 

The  Administration  estimated  in  February  1985  that  of  the  22.5 
million  recipients  estimated  for  FY  1986,  9.4  million  would  be  de- 
pendent children  under  age  21,  5.4  million  would  be  adults  in 
AFDC  families,  and  1.5  million  would  be  persons  classified  as 
"other  persons." 

Excluding  data  from  the  territories,  about  71  percent  of  program 
recipients  in  FY83  were  dependent  children  under  21  and  adults  in 
AFDC  families.  An  additional  thre^*  percent  were  classified  as 
"other  persons"  (see  Table  4). 
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TABLE  3  -MEDICAID  RECIPIENTS.  TOTAL  AND  SELECTED  ELIGIBILITY  CATEGORIES,  FISCAL 

YEARS  1972-83 
[Numbefs  in  thousands] 

Persons  in  AFOC-type 
 families  

Fiscal  year  Total      "TT;  "^H, 

'  Children  persons  » 

under  age  Adults 

 21  

Ending  June: 

1972.....   17,606  7,841  3,137  1,576 

1973   19,622  8,^59  4,066  1,495 

1974   21,462  9,478  4,392  1,502 

1975   22,007  9,598  4,529  1,800 

1976   22,815  9,924  4,774  1,836 

Ending  September; 

1977   22,831  9,651  4,785  1,959 

1978   21,965  9,376  4,643  1,852 

1979   21,520  9,106  4,570  1,727 

1980  2   21,605  9,333  4,877  1,499 

19812   21,980  9,581  5,187  1,364 

1982  2   21,603  9,563  5,356  1,434 

1983  2   21,494  9,418  5,467  1,325 

» Prlmanly  "Ribicoff  children"  defined  in  text. 

2  Beginning  in  fiscal  year  1980.  recipients'  categories  do  not  add  to  total  due  to  the  small  number  of 
redpienfs  thai  are  in  more  than  one  category  during  the  year. 

Note:  Table  includes  data  from  the  territories. 

Sources  Social  Security  Bulletin.  Annual  Statistical  Suc,>Jcment,  1983,  Soaal  Security  AdministratKHi 
Publication  No.  13-11700. 

TABLE  4  -MEDICAID.  NUMBER  OF  RECIPIENTS  BY  SELECTED  CATEGORIES  OF  RECIPIENT, 

FISCAL  YEAR  1983 

(Numbers  In  thousands] 

j^t3,,        Categ^cally    ^edfcal^  needy 

AFDC  type  children  under  21   9,030        8,363  667 

Adults  in  AFDC  families   5,138        4,639  498 

"Other  persons"  2   662  167  495 

Total   19,936        17,972  2,784 

*  The  totals  reflect  unduplicated  counts  of  the  numbers  of  recipients.  Since  a  beneficary  may  be  placed  in 
mere  than  one  classification  dunng  the  course  of  a  yeai,  ihe  sum  of  the  subcategories  may  exceed  the  total 
figures. 

2  Primarily  "Ribicoff  children."  defined  in  text. 
Note:  Table  excludes  data  from  the  territories. 
Source:  HCfA,  unpublished  tab'-es. 
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SERVICES 


There  are  major  variations  among  the  States  with  respect  to  the 
amount,  duration  and  scope  of  services  provided  under  Medicaid. 

States  are  required  to  offer  the  following  services  to  categorically 
needy  recipients  under  their  Medicaid  programs: 

—Inpatient  hospital  services  (other  than  services  in  an  institu- 
tion for  tuberculosis  or  mental  diseases); 

— Outpatient  hospital  services; 

— Physicians'  services; 

— Laboratory  and  x-ray  services; 

—Skilled  nursing  facility  (SNF)  services  for  individuals  over  age 
21; 

—Early  and  periodic  screening  diagnosis,  and  treatment  (EPSDT) 

for  individuals  under  age  21; 
— Family  planning  services  and  supplies; 
—Home  health  care  services  for  those  entitled  to  SNF  care; 
—Rural  health  clinic  services  to  the  extent  permitted  by  State 

law;  and 
— Nurse  midwife  services. 

States  may  also  provide  any  of  a  broad  range  of  optional  services 
including  drugs,  intermediate  care  facility  services,  eyeglasses,  and 
inpatient  psychiatric  care  for  persons  under  age  21  (see  table  5). 

States  may  establish  limitations,  for  both  mandatory  and  option- 
al services,  on  the  amount  of  care  provided  under  a  specific  service 
category.  For  example,  they  may  limit  the  number  of  days  of  cov- 
ered hospital  care  or  the  number  of  physicians'  visists.  In  addition 
to  durational  limits.  States  may  establish  other  controls  on  serv- 
ices, for  example,  imposing  a  prior  authorization  requirement  or 
limiting  coverage  of  drugs  to  those  listed  in  a  formulary. 

Before  enactment  of  OBRA  in  1981,  States  having  medically 
need>  programs  were  required,  as  a  minimum,  to  offer  this  popula- 
tion group  either  all  of  the  mandatory  services,  or  alternatively  the 
care  and  services  listed  in  seven  of  the  17  paragraphs  in  the  law 
defining  covered  services  providing  certain  conditions  (including  of- 
fering a  mix  of  institutional  and  noninstitutional  services)  are  met. 
The  OBRA  modified  the  requirements  for  services  provided  to  the 
medically  need>  by  specifying  that.  (1)  if  a  State  provides  medically 
needy  coverage  to  any  group  it  must  provide  ambulatory  services 
to  children  and  prenatal  and  delivery  services  for  pregnant  women, 
i2j  if  a  State  provides  institutional  services  for  an>  medically  needy 
group  it  must  also  provide  ambulatory  services  for  this  population 
group,  and  (3)  if  the  State  provides  medically  needy  coverage  for 
persons  in  intermediate  care  facilities  for  the  mentally  retarded,  it 
must  offer  to  all  groups  covered  in  its  medically  needy  program  the 
same  mix  of  institutional  and  noninstitutional  services  as  required 
under  prior  law. 
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TABLE  5.~0PTI0NAL  SERVICES  IN  STATE  MEDICAID 
PROGRAMS 


'5 

♦  toaiCNandMN* 
BASIC 
REQUIRED 
MEDICAID 
SERVICES 

i 

I 

¥  C 

1  c 

•  m 

11 

1 

9 

t  t 

1 
1; 

s 

e 

i 

u 

s 

s 

• 

1 

1 

FMAF* 

SEE 
ASOVE 

£ 

%  * 

II 

li 

1 
0 

c 
0 

ft 
£ 

li 

71 

• 

AUbama 

• 

50 

• 

AlMk* 

• 

• 

61 

AiaonM* 

74 

ArtanMt 

♦ 

♦ 

♦ 

♦ 

♦ 

SO 

* 

Oiiiform* 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

50 

Color  ado 

• 

• 

• 

50 

♦ 

Connaciicui 

* 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

50 

• 

0*tow«fe 

• 

• 

• 

* 

♦ 

50 

♦ 

oc 

♦ 

♦ 

♦ 

♦ 

♦ 

56 

• 

• 

• 

• 

67 

• 

• 

• 

50 

♦ 

Guam 

♦ 

♦ 

50 

HawaH 

♦ 

♦ 

♦ 

* 

♦ 

♦ 

67 

• 

IdafK} 

• 

• 

• 

• 

• 

50 

♦ 

Wmott 

• 

♦ 

• 

• 

♦ 

♦ 

• 

♦ 

60 

• 

Irdiarta 

• 

• 

• 

• 

• 

• 

• 

55 

• 

Iowa 

• 

• 

• 

• 

• 

• 

• 

SI 

* 

Kama* 

♦ 

* 

♦ 

♦ 

♦ 

♦ 

♦ 

71 

* 

Kaniucfcy 

* 

* 

♦ 

♦ 

64 

♦ 

Lov«ana 

* 

♦ 

71 

♦ 

Mam* 

* 

* 

• 

♦ 

♦ 

♦ 

50 

♦ 

Marvtond 

* 

* 

♦ 

♦ 

50 

♦ 

Mawtachoaatt* 

* 

* 

* 

♦ 

♦ 

♦ 

50 

♦ 

Mictwcan 

* 

* 

* 

♦ 

♦ 

♦ 

S3 

♦ 

Mmnatou 

* 

* 

* 

♦ 

♦ 

♦ 

♦ 

78 

• 

• 

• 

61 

• 

MjUO«KI 

• 

• 

• 

• 

• 

64 

MomaAa 

* 

* 

* 

♦ 

S7 

* 

* 

* 

* 

♦ 

SO 

• 

Wava4a 

59 

♦ 

NtwKampattira 

* 

4. 

* 

* 

♦ 

♦ 

SO 

• 

N«wJar«av 

• 

• 

• 

• 

• 

• 

69 

• 

NawMaxjoa 

• 

• 

• 

• 

• 

SO 

♦ 

NawYorlt 

* 

* 

♦ 

♦ 

68 

♦ 

North  CardiAa 

Si 

NanhOalMa 

* 

♦ 

♦ 

SO 

♦ 

M  Mariana  Ittandc 

* 

♦ 

55 

• 

58 

♦ 

OUahama 

57 

• 

Ora«oA 

56 

♦ 

Nnnsyfvama 

* 

* 

SO 

♦ 

PuartaRico 

* 

* 

♦ 

♦ 

58 

* 

RDodalatand 

• 

♦ 

71 

• 

South  Carohra 

• 

• 

m 

69 

• 

SamhOakou 

• 

• 

• 

• 

71 

* 

Tannatsaa 

* 

54 

• 

Tatat 

• 

• 

• 

• 

68 

♦ 

Utah 

♦ 

* 

♦ 

69 

* 

Varmom 

* 

SO 

♦ 

VtfflinMands 

* 

* 

♦ 

57 

♦ 

VoMva 

♦ 

♦ 

* 

* 

50 

Washington 

♦ 

♦ 

• 

♦ 

* 

• 

71 

Wt«iVir»n<a 

♦ 

♦ 

♦ 

♦ 

* 

57 

Wttconsm 

• 

• 

♦ 

* 

• 

SO 

• 

• 

• 

• 

20 

• 

16 

17 

14 

4 

17 

10 

12 

7 

34 

♦ 

24 

29 

IS 

14 

32 

26 

24 

20 

64 

40 

46 

2? 

19 

39 

42 

36 

27 

COPY  AVAILABLE 


499 


482 


TABLE  5.— OPTIONAL  SERVICES  IN  STATE  MEDICAID 
PROGRAMS— Continued 
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TABLE  S.-OPTIONAL  SERVICES  IN  STATE  MEDICAID 
PROGRAMS— Continued 
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TABLE  5.-0PTI0NAL  SERVICES  IN  STATE  MEDICAID 
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Ot\to 

• 

• 

24 

OH 

58 

* 

OkUhoma 

* 

11 

OK 

57 

• 

• 

• 

• 

25 

Oft 

56 

* 
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* 

17 

PA 

50 

* 
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* 

12 
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58 

* 

RhodcHiJAd 

11 

Rl 

71 

• 
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• 

12 

SC 

69 

• 

South  D*koi« 

• 

• 

14 

SO 

71 

* 

• 

• 

17 

TN 

54 

• 
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• 

14 

TX 

68 

* 

Ut«h 

* 

* 

20 

UT 

69 

* 

* 

* 

14 

VT 

50 

* 

VtfQiA  KUfldt 

9 

VI 

57 

* 

Virotnt* 

* 

* 

* 

* 

20 

VA 

60 

* 

* 

* 

26 

WA 

71 

* 

WmVirouia 

* 

* 

1ft 

VN 

57 

* 

Witcon»*n 

* 

* 

* 

* 

2ft 

Wl 

50 

• 

• 

7 

WY 

• 

* 

30 

• 

* 

"  • 

20 

18 

5 

34 

•  10 

28 

24 

14 

54 

~  IS 

4C 

42 

19 

fedeirii  Medicaid  Assistance  Pcicentage  {FMAP)  Rate  of  Federal  financial  participation  in  a 
State  s  Med.cai  Assistance  Program  undei  Title  XIX  of  the  Social  Security  Act  Percentages  are 
rounded  and  effective  as  of  October  1<  1983. 
2  Categorically  Neody  People  receiving  federally  supported  financial  assistance 
^  Medically  Needy  People  who  are  eligible  for  medical  but  not  for  financial  assistance 
*  Arizona  oparates  a  modical  assistance  program  under  a  Section  1115  Demonstration 
project. 

Reference.  The  data  shown  were  reported  by  tndtvtduai  states  and  compiled  by  the  Office  of 
mtorgovernmentol  Affairs,  Health  Care  Financing  Administration,  Department  of  Health  and 
Human  Services.  October  1,  1983. 
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EPSDT  is  one  service  category  aimed  exclusively  at  children. 
Under  the  provision,  effective  July  1,  1969,  States  were  required  to 
provide  preventive  health  services  for  children.  States  were  re- 
quired by  law  and  regulations  to  cover  certain  items  (such  as  eye- 
glasses and  hearing  aids)  regardless  of  whether  such  services  were 
generally  offered  under  a  State  s  Medicaid  plan.  Implementation  of 
the  provision  was  characterized  by  a  number  of  delays.  The  effec- 
tiveness of  the  requirements  has  been  difficult  to  measure  since 
many  of  the  services  are  classified  under  other  categories,  e.g.,  phy- 
sicians' services  or  clinic  services. 


Fiscal  year  1983  expenditures 

In  FY  1983,  one-quarter  of  all  Medicaid  vendor  payments  (exclud- 
ing the  territories)  were  for  dependent  children  under  21  or  for 
adults  in  AFDC  families,  as  illustrated  in  table  6.  An  additional  2 
percent  was  attributed  to  the  "other  persons"  category. 

Table  7  shows  that  dependent  children  represented  43.1  percent 
of  recipients  but  only  11.7  percent  of  benefit  payments  in  FY83. 
Conversely,  aged,  blind,  and  disabled  adults  represented  only  29.2 
percent  of  recipients  but  counted  for  72.4  percent  of  benefit  pay- 
ments. The  primary  cause  of  these  variations  is  that  aged  and  dis- 
abled persons  are  more  likely  to  require  long-term  institutional 
care. 

The  distribution  of  program  payments  by  eligibility  category  is 
reflected  in  the  differences  in  average  Medicaid  payments  by  cate- 
gory of  recipient.  Table  8  shows  that  in  FY  1983,  the  average  bene- 
fit expenditure  per  recipient  was  $1,617,  ranging  from  a  low  of  $419 
for  dependent  children  to  $4,021  for  disabled  recipients.  It  must  be 
emphasized  that  these  figures  represent  nationwide  expenditures, 
which  differ  markedly  from  State  to  State. 


TABLE  6.-VEND0R  PAYMENTS  BY  CATEGORY  OF  RECIPIENT,  FISCAL  YEAR  1983 


BENEFIT  PAYMENTS 


[Dollars  in  millions] 


Total 


Dollars 


Percent 


Aged  

Blind  

Disabled  

AFDC-type  children  under  21 

Adults  in  AFDC  families  

"Other  persons"  1  


$11953 
183 
11,177 
3,782 
4,448 
686 


37.1 
0.6 
34.7 
11.7 
13.8 
2.1 


Total 


32,228 


100.0 


>  Primarily  "Ribicoff  children,"  defiend  in  text. 

Note;  Table  excludes  data  from  the  territories.  Totals  may  not  add  due  to  rounding. 

Source:  Health  Care  Finandng  Adniinistration,  unpublished  tables. 
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TABU  /.-COMPARISON  OF  MEDICAID  POPULATION  AND  EXPENDITURES.  FISCAL  YEAR 

1983 

Percent  of        Percent  of 
Eligibility  categor)  Medbid  Medicaid 

population  >  payments 

Aged                                                       15.5  37.1 

Blind                                                         0.4  0.6 

Disabled                                                     13.3  34.7 

AFDC-type  children  under  21                                     43.1  11.7 

Adults  in  AFDC  families                                         24.5  13.8 

"Other  persons"  2   3.2  2.1 

Total   100.0  100.0 

^  A  beneficiary  may  be  placed  m  more  than  one  category  during  the  course  of  a  year.  The  indicated 
percentages  are  tiased  on  duplicate  counts. 
2  Primarily  "Ribicoff  children."  defined  in  text. 
Note:  Table  excludes  data  from  the  territories. 
Source:  Health  Care  Financing  Administration,  unpublished  tables. 

TABLE  8.-AVERAGE  MEDICAID  EXPENDITURE  PER  RECIPIENT  BY  CATEGORY  OF  RECIPIENT, 

RSCALYEAR  1983 


Nationwide  average   $1,617 

Aged   3,682 

Blind   2.401 

Disabled   4,021 

Children  in  AFDC  families   419 

Adults  in  AFDC  families   866 

"Other  persons"  ^   1.036 


*  Primarily  "Ribicoff  children/'  defined  in  text. 

Note.  Table  excludes  data  from  [he  tciutoiies.  TheMi  dte  nationwide  dveidge:>.  Avetdgc  State  expenditures* 
wide  variations. 

Source.  Health  Care  Financing  Administration,  calculations  from  unpublished  data. 
Expenditures  in  Constant  Dollars 

Per  capita  Medicaid  benefit  expenditures  for  all  recipients  in- 
cluding those  in  the  territories  in  FY  1983  constant  dollars  in- 
creased by  $489  from  $1,016  in  1973  to  $1,505  in  1983  (see  table  9). 
Per  capita  expenditures  in  1973  for  dependent  children  under  age 
21  were  $380  in  constant  dollars.  Spending  per  capita  increased  to 
a  high  constant  amount  of  $454  in  1978,  only  to  decrease  to  a  low 
constant  amount  of  $376  in  1982.  In  1983,  that  per  capita  amount 
was  $406,  $26  higher  than  the  corresponding  1973  figure.  The  per 
capita  constant  amount  of  recipients  in  the  "other  person"  catego- 
ry fluctuated  over  time,  decreasing  by  $151,  from  $698  in  1973  to 
$547  in  1983. 
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TABLE  9.-MEDICAID  EXPENDITURES  IN  CURRENT  AND  CONSTANT  DOLLAR  AMOUNTS  > 
(6y  selected  category  of  recipient,  fiscal  years  1973—83} 


Amount  in  Amount  in  Per  capita  Amount  in  Amount  in  Per  capita  Amount  in  Amount  in  Per  capita 

current  constant  amount  in      current  constant  amount  in      current  constant  amount  in 

dollars  dollars  constant       dollars  dollars       constant       dollars  dollars  constant 

(millions)  (millions)       dollars  (millions)  (millions)       dollars  (millions)  (millions)  dollars 


1973   8,639  19,939  1,016  1,426  3,291  380  452  1,043  698 

1974   9,983  21,149  985  1,694  3,589  379  425  900  599 

1975   12,242  23,354  1,061  2,186  4,170  434  492  939  521 

1976   14,091  25,100  1,100  2,431  4,330  436  542  965  526 

1977   16.239  26,904  1,178  2,610  4,324  448  641  1,062  542 

1978   17.992  27,842  1,268  2.748  4,252  454  643  995  537 

1979   20,472  28,715  1,334  2,884  4,045  444  638  895  518 

1980   23,311  28,788  1,332  3,123  3,857  413  596  736  491 

1981   27,204  30,247  1,376  3,508  3,900  407  552  614  450 

1982   29,399  30,431  1,409  3,473  3,595  376  689  713  497 

1983   32,351  32,351  1,505  3,822  3,822  406  725  725  547 


'  Constdnl  dollai  jmounts,  die  toed  upon  fiswi  yeai  1983  oiing  the  Consumei  Price  Index  (CPIj  lot  iiitaa  Consumers  (CPI-Uj.  fiscal  years  1973  through  1976  in  based  upon  a 
July  to  June  fiscal  yeai  Aftei  1976,  fedeial  fiscal  yeaii  ate  Octobei  to  Septembei.  The  tiansition  quarter— July  1976  to  Septembei  1976  has  not  been  incurpoiated  in  this  table. 
2  "Other  is  primarily  composed  of  children  not  meeting  the  definition  of  dependent  children;  i.e.,  "Ribicolf  children." 

Souice  joiial  Secui,!)  Bulletin,  Anfludl  Gtatistiiai  Supplement,  1383,  plus  ddditionai  calculations  piepaied  by  [he  Congiessiunal  Reseaich  ServiCe  tCRSj,  ^Ouution  and  fvb'x  tltllaie 
DMoa. 
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IV,  Subsidized  Housing 

HISTORY 

1950s  and  Early  1960s 

Initially,  housing  assistance  took  the  form  of  construction  of  indi- 
vidual public  low-rent  projects.  In  the  late  1950s  and  1960s,  dissatis- 
faction with  public  housing  projects,  which  were  often  high-rise 
dense  concentrations  of  families  with  social  problems,  led  to  pro- 
grams which  gave  public  housing  authorities  power  to  lease  units 
in  the  existing  housing  stock,  or  in  newly  constructed,  privately 
owned  buildings,  or  to  purchase  "turnkey**  projects  built  by  private 
developers. 

Xo  help  families  whose  incomes  were  slightly  higher  than  those 
eligible  (or  public  housing,  other  assistance  programs  were  added 
which  relied  upon  reducing  the  financing  costs  of  new  construction. 
Mortgages  at  below  market  interest  rates  were  insured,  with  prior 
commitment  to  purchase  them  by  the  then  governmental  Federal 
National  Mortgage  Association  (FNMA),  and  to  build  units  for  fam- 
ilies with  incomes  below  median  ("section  221(dX3)*').  Direct  loans 
were  made  for  construction  of  rental  units  for  the  elderly  ("section 
202"). 

Assistance  to  rural  households  was  extended  in  direct  loans 
thro  igh  programs  administered  by  the  Farmers  Home  Administra- 
tion (FmHA),  at  rates  of  interest  that  varied  according  to  the  bor- 
rower's income  and  FmHA's  borrowing  rate. 

The  effort  to  develop  alternatives  to  public  housing  projects  also 
resulted  in  a  rent  supplement  program,  in  which  the  Department 
of  Housing  and  Urban  Development  (HUD)  paid  the  difference  be- 
tween the  established  rent  and  the  family's  rent  payment  of  25  per- 
cent of  its  income,  for  elderly  or  handicapped  families,  those 
moving  from  substandard  units,  or  those  forced  to  relocate  by  gov* 
ernmental  action  or  disaster.  Use  of  these  supplements  was  limited 
to  designated  projects  build  under  one  of  the  construction  subsidy 
programs. 

1968  Law 

The  housing  legislation  of  1968,  while  reaffirming  the  national 
housing  goal  adopted  in  1913,  called  for  subsidized  construction  of  6 
million  units  over  a  ten-year  period.  To  minimize  the  impact  of 
such  a  program  on  the  budget,  the  form  of  subsidy  in  the  mojor 
housing  assistance  programs  was  shifted  from  a  capital  loan  to  an 
annual  interest  payment  to  a  private  lender  which  reduced  the  ef 
fective  rate  of  interest  for  mortgages  to  one  percent.  Both  home 
buyers  ("section  235**)  and  developers  of  rental  units  ("section  236**) 
were  eligible  for  such  interest  assisted.  Eligibility  for  home  pur- 
chase or  for  residency  in  an  assisted  rental  project  was  limited  to 
families  with  incomes  below  135  percent  of  the  maximum  income 
for  admittance  to  public  housing  in  the  particular  area.  Families 


'  The  fuiiowtng  ftummao  description  of  Federal  proems  was  excerpted  frvm  Coii^ressionul 
Redearch  Service  iCRSi  Issue  Brief  No.  7905S  Housing  Assistance  to  Low  and  Moderate^ 
Income  Houschoid»»  b>  Grace  Milgram  and  CRS  Report  No.  84  99  EPW  Cash  and  Non-Caih 
Benefits  for  Pereons  with  Limited  Income.  E»igibilit>  Rules.  Recipient  ar»d  Expenditure  Data, 
FY  1981-83,  compiled  by  Ve«  Burke. 
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purchasing  houses  paid  at  least  20  percent  of  their  income  toward 
mortgage  payments,  taxes,  and  insurance,  if  renting,  they  paid  at 
least  25  percent  of  income.  These  percentage  payments  were  mini- 
mums,  a  higher  payment  was  necessary  if  the  interest  reduction 
was  insufficient  to  lower  rent,  or  mortgage,  tax,  and  insurance  pay- 
ments, to  an  amount  that  could  be  covered  by  the  20  or  25  percent 
figures.  Rent  payments  in  public  housing  were  limited  to  25  per- 
cent of  income  in  susequently  adopted  "Brooke  amendments,"  and 
operating  subsidies  were  authorized  to  replace  the  lost  income  to 
housing  projects. 

Through  these  and  related  programs,  production  of  more  than 
1.5  million  subsidized  units  was  achieved  between  1961  and  1972,  of 
which  some  700,000  were  assisted  by  either  section  235  or  section 
236  after  1969. 

In  the  early  1970s,  however,  some  of  these  programs  came  under 
attack  for  being  excessive  expensive  in  both  initial  construction 
costs  and  operating  expenses,  and  subject  to  excessively  high  rates 
of  default  and  foreclosure.  Supporters  claimed  that  the  problems 
associated  with  these  programs  did  not  require  their  amendment, 
but  rather  their  improvement,  for  example,  correcting  poor  admin- 
istration, lack  of  counselling,  and  illegal  activities.  The  Administra- 
tion, however,  responded  to  the  criticisms  by  halting  all  new  activi- 
ty under  the  major  subsidy  programs  subsequent  to  January  5, 
1973,  except  for  honoring  previous  commitments.  As  a  consequence 
of  this  suspension,  activity  in  production  of  subsidized  housing 
dropped  sharply.  Only  45  percent  of  the  1968  goal  of  6  million  sub- 
sidized units  was  met.  One-third  of  the  rehabilitation  goal  of  one 
million  units  was  achieved,  while  47  percent  of  the  5  million  new 
units  were  built. 

CURRENT  PROGRAMS 

Section  8 

Assisted  house  activity  was  slowly  renewed  in  response  to  court 
suits  and  new  legislation,  after  its  virtual  cessation  because  of  the 
1973  moratorium.  The  major  activity  now  is  conducted  in  a  pro- 
gram  known  as  section  8,  established  by  the  Houoe  and  Community 
Development  Act  of  1974. 

Eligibility,— ^YvgAA^  households  are  those  with  countable  in- 
comes  under  80  percent  of  the  median  in  their  area  (called  "lower 
income"),  adjusted  for  family  size.  Countable  income  is  annual 
gross  cash  income,  less  $480  for  each  child  under  18  (or  older  if  dis- 
abled  or  a  full-time  student),  $400  for  an  elderly  family,  medical  ex- 
penses over  3  percent  of  gross  income  for  elderly  family  members, 
and  child  care  expenses  necessary  for  employment  or  education. 
Families  with  assets  above  $5,000  have  Included  as  income  either 
the  actual  income  from  those  assets  or  10  percent  of  their  value, 
whichever  is  greater.  Eligible  tenants  may  rent  from  private 
owners,  coopeii^tives,  or  public  housing  agencies  who  own  a  section 
8  project.  Recertification  is  required  annually.  Eligibility  and 
rental  charges  are  based  on  countable  famil>  income  expected  in 
the  12  months  following  the  date  of  determination. 

In  an  attempt  to  target  assistance  on  the  mosw  needy,  1981 
amendments  limited  occupancy  by  "lower  income"  households  to 
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10  percent  of  units  re-rented  after  passage  of  the  Housing  and 
Community  Development  Act  of  1981,  and  to  5  percent  of  all  units 
subsidized  thereafter,  thereby  requiring  that  other  units  be  avail- 
able only  to  "very  low-income"  households  (i.e.,  those  with  count- 
able incomes  below  50  percent  of  the  median).  The  1983  authoriza- 
tion act  raised  the  10  percent  to  25  percent,  although  keeping  the  5 
percent  for  new  developments.  According  to  a  1979  amendment, 
preference  is  to  be  given  to  families  occupying  substandard  housing 
or  who  are  involuntarily  displaced.  1983  amendments  add  those 
paying  ov.er  50  percent  of  their  income  for  rent. 

Eligible  families  may  occupy  units  in  (1)  existing  or  moderately 
rehabilitated  housing  or  (2)  new  construction  or  substantially  reha- 
bilitated housing.  However,  since  1983,  new  commitments  of  aid  for 
those  in  new  construction  or  substantially  rehabilitated  housing 
have  been  ended.  And,  more  important,  the  availability  of  section  8 
assistance  is  limited  by  the  extent  of  Federal  appropriations. 

Benefits. --The  Federal  Government  pays  the  difference  between 
the  "contract  rent"  and  the  rent  required  to  be  paid  by  the  eligible 
tenant.  The  contract  rent  charged  by  the  owner  of  section  8  hous- 
ing must  be  within  limits  established  by  a  HUD  survey  of  fair 
market  renets  for  standard,  modest,  existing,  rehabilitated,  or  new 
construction  units  in  each  metropolitan  area  or  non-metropolitan 
county  of  the  Nation,  except  that  ETUD  can  permit  up  to  20  percent 
higher  rents  if  necessaiy. 

Until  1982,  most  eligible  tenants  paid  a  rent  equal  to  25  percent 
of  their  countable  income,  but  not  less  than  15  percent  of  the  fami- 
ly's  gross  income,  for  lower  income  families  who  joined  the  pro- 
gram after  1979,  the  minimum  was  20  percent  of  gross  income. 
However,  1981  amendments  established  family  rent  as  the  higher 
of  30  percent  of  countable  income  or  10  percent  of  gross  income.  A 
third  alternative  applies  to  families  who  receive  a  cash  welfare 
grant  that  includes  a  sum  designated  for  actual  rent.  Such  families 
must  pay  that  "welfare  rent"  if  it  exceeds  either  of  the  other  two 
measures.  The  1981  law  required  that  new  tenants  were  to  pay  the 
higher  amount  immediately.  For  existing  tenants,  the  new,  higher 
rents  were  phased  in  over  a  5-year  period. 

Federal  expenditures  for  section  8  benefits  in  FY  1983  average 
about  $2,900  per  unit  (about  $240  a  month). 

Views  about  section  The  shift  to  section  8  assistance  was 
made  for  a  number  of  reasons.  For  the  first  time,  substantial  use 
could  be  made  of  the  existing  housing  stock,  with  a  consequent  re- 
duction in  overall  per  unit  subsidy  costs  from  incurred  where  new 
construction  was  the  only  alternative.  It  was  hoped  that  use  of  the 
existing  slock  would  provide  recipients  of  aid  with  a  greater  choice 
of  location  and  houseing  type,  since  they  could  not  be  restricted  to 
specific  designated  developments.  This  was  seen  as  a  way  of  not 
onl>  increasing  household  satisfaction,  but  also  of  promoting  racial 
and  income  integration  as  families  could  move  out  of  concentrated 
minoritjj  <K:cuppied,  low  income  area.  The  higher  income  the  subsi- 
dy provided  owners  could  encourage  maintenance  of  the  housing 
stock,  which  otherwise  faced  deterioration,  and  improvement  of  al- 
ready  deteriorated  units  could  be  fostered  by  allowing  for  rehabili- 
tation. 


ERIC 


491 


Fear  was  expressed  by  opponents  of  this  reliance  of  existing 
housing  that,  in  places  with  low  vacancy  rates,  rents  would  be 
driven  up  for  all  renters,  particularly  those  of  lower  income  who 
did  not  receive  the  subsidy— the  availability  of  which  is  limited  by 
Federal  appropriations— that,  in  some  places  there  might  be  an  ab- 
solute shortage  of  standard-quality  rental  units  relative  to  the 
number  of  subsidized  households,  and  that  even  if  there  were  ap- 
parently a  sufficient  number  of  rental  units,  vacant  units  might 
not  match  the  needs  of  particular  types  of  households  such  as  large 
families.  As  the  program  has  operated,  further  concern  has  been 
expressed  that  if  the  acceptable  rent  is  held  at  a  relatively  low 
level,  it  prevents  the  dispersion  of  low-income  families  out  of  inner- 
city  areas. 

The  section  S  subsidy  method  has  been  successful  in  eliminating 
the  gap  that  previously  existed  among  eligible  households,  which 
prevented  assistance  being  given  out  to  those  whose  incomes  were 
too  high  for  entrance  into  public  housing,  but  too  low  to  meet  basic 
rent  required  of  residents  of  "section  236"  landlord  interest  subsidy 
projects.  It  has  also  provided  a  means  of  increasing  rents  received 
by  owners  as  operating  costs  rise,  thereby  eliminating  a  problem 
that  had  caused  serious  financial  problems  for  many  projects  subsi- 
dized  by  means  of  lower  mortgage  interest. 

Operation  of  section  5.— Because  of  a  number  of  difficulties,  the 
section  8  program  was  slow  in  getting  underway.  Changes  in  the 
economic  situation,  experience  with  the  program,  and  amendments 
to  the  law  which  corrected  some  apparent  deficiencies  served  to 
make  it  fully  operational.  Since  its  inception  (through  August 
1984),  funds  have  been  reserved  for  2,231,000  units,  of  which  more 
than  half  are  in  the  existing  housing  stock.  Approximately 
1,913,000  of  these  are  completed,  or,  in  the  case  of  existing  housing 
(slightly  under  two-thirds  of  the  total),  ready  for  tenant  certifica- 
tion by  a  local  public  housing  agency.  Over  a  quarter  of  the  exist- 
ing units  and  two-thirds  of  the  completed  new  construction  units 
were  designated  for  the  elderly  and  handicapped.  By  the  end  of 
June  1984,  approximately  1,680,000  units  were  eligible  for  occupan- 
cy, about  half  by  the  elderly. 

Amendments  in  1983  completed  the  shift  away  from  provisions  of 
new  construction  under  section  8  to  use  only  of  the  existing  stock, 
except  for  housing  for  the  elderly  and  handicapped.  Funding  for  ad- 
ditional  households  which  can  be  assisted  »s  authorized  at  a  level  to 
add  approximately  100,000  units  to  section  8  and  public  housing  to- 
gether, but  most  of  these  were  expected  to  be  units  being  converted 
frum  other  HUD  assistance  programs  or  receiving  additional  subsi- 
dies because  they  are  in  financially  troubled  projects,  rather  than 
nev  1>  assisted  b>  uny  HUD  program.  Appropriations  for  fiscal  year 
1984,  however,  funded  about  125,000,  of  which  about  half  were  pre- 
viously assisted  and  about  half  newly  funded  or  "incremental*' 
units.  The  fiscal  year  1983  appropriation  funds  approximately 
143,000  section  8  units,  of  which  about  93,000  are  incremental,  with 
most  of  the  remainder  available  for  a  new  section  8(o)  program  of 
"vouchers"  rather  than  regular  section  8  payments  to  landlords 
(discussed  below). 
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Conventional  public  housing 

Although  section  8  is  the  program  currently  adding  the  most 
units  to  the  subsidized  stock,  other  programs  continue  to  fu  ction. 
Conventional  low-rent  public  housing  operated  by  local  public  hous- 
ing authorities  currently  houses  approximately  1.2  million  families 
and  individuals.  Current  production  is  at  a  low  level.  Reservations 
for  new  construction  dropped  from  68,500  in  fiscal  year  1978,  to 
30,800  in  fiscal  year  1980  and  have  dropped  even  further  in  recent 
years.  Problems  in  finding  acceptable  sites,  concern  about  receiving 
sufficient  operating  subsidies  to  cover  even  currently  owned  units, 
and,  in  some  areas,  a  preference  for  existing-unit  section  8  assist- 
ance have  all  militated  against  greater  production  in  the  progrsmi. 
Only  about  7,000  units  are  funded  for  fiscal  year  1985.  A  question 
has  also  arisen  as  to  how  to  maintain  the  low-income  nature  of  the 
projects  approaching  40'year  usage,  since  operating  subsidies  were 
authorized  only  for  projects  under  annual  contributions  contracts 
which  have  a  40'year  duration.  In  the  Housing  and  Community  De- 
velopment Amendments  of  1979,  Congress  authorized  continuing 
payment  of  the  operating  subsidy  after  the  expiration  of  the  40- 
year  period,  provided  that  the  project  continues  to  serve  low- 
income  tenants.  The  1983  amendments  restricted  development  of 
new  projects  to  situations  in  which  it  can  be  demonstrated  that 
new  construction  is  less  expensive  than  acquisition  or  rehabilita- 
tion. 

Low-rent  public  housing  tenant  eligibility  and  benefit  rules  are 
essentially  the  same  as  those  in  the  section  8  program  discussed 
previously,  but  include  special  limitations  on  the  proportion  of  non- 
aged,  non-disabled  individuals  that  may  be  served  (no  more  than  30 
percent  of  the  units  in  a  jurisdiction). 

Public  housing  outlays,  including  operating  subsidies,  averaged 
about  $2,600  per  unit  in  fiscal  year  1983,  roughly  $217  monthly. 

Section  236  interest  reduction  payments 

The  1974  Housing  and  Community  Development  act  provides  for 
housing  assistance  in  the  form  of  payments  made  to  the  landlord 
by  HUD  to  reduce  the  effective  interest  rate  on  a  low-income  hous- 
ing  development  to  1  percent.  A  basic  monthly  rental  charge  is  es- 
tablished for  each  unit  on  the  basis  of  the  costs  of  operating  the 
project  with  the  debt  service  requirements  of  a  mortgage  bearing  a 
1  percent  interest  rate,  HUD  then  makes  payments  to  the  landlord 
to  make  up  the  difference. 

Eligibility  criteria  are  the  same  as  those  for  the  section  8  pro- 
grams, except  that  there  is  no  special  limit  on  the  proportion  of 
"lower  income**  units  and  there  is  a  limit  (15  percent)  on  the  pro- 
portion  of  units  available  to  non-elderly  individuals.  Tenaits  are 
required  to  pay  a  basic  rent  of  30  percent  of  countable  incr^ne,  but 
not  more  than  the  fair  market  rent.  However,  up  to  20  percent  of 
tenants  who  cannot  afford  this  basic  rent  requirement  are  to  be 
provided  additional  help  (through  rent  supplements  to  landlords;  to 
lower  their  rental  payment  to  25  percent  of  income,  and  elderly 
and  handicapped  tenants  paying  more  than  50  percent  of  their 
income  for  rent  can  be  assisted  under  section  8  programs. 
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Section  236  payments  (excluding  rent  supplements)  averaged 
$1,240  per  unit  in  fiscal  year  1983,  $103  monthly. 

Rent  supplements 

HUD  is  authorized  to  make  rent  supplement  payments  to  owners 
of  private  housing  rented  to  poor  families;  these  supplements 
cannot  exceed  70  percent  of  the  basic  rent  established  for  the  hous* 
ing  unit  (a  rent  sufficient  to  cover  total  costs  for  the  unit).  After  a 
tenant  has  paid  30  percent  of  countable  income  as  rent,  and  if 
other  subsidies  to  the  landlord  are  not  sufficient  to  cover  basic  rent 
costs,  rent  supplement  payments  may  be  made.  Typically,  rent  sup- 
plements are  provided  as  additional  subsidies  to  developments  oth* 
erwise  assisted  by  HUD,  most  notably,  section  236  projects. 

OUTLAYS 

Table  10  shows  that  outlays  for  Federal  housing  assistance  pro- 
grams administered  by  HUD  doubled  in  real  terms  between  1974 
and  1980,  rising  from  $3.9  billion  to  $7.8  billion  (constant  1984  dol- 
lars). In  the  next  3  years  they  climbed  about  one-third,  to  $10.5  bil- 
lion; but  in  1984  they  dropped  to  $10.2  billion. 

TABLE  lO.-OUTLAYS  FOR  FEDERAL  HOUSING  ASSISTANCE  PROGRAMS  ADMINISTERED  BY 
THE  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT,  1974-84 

(In  millions  of  dollars] 


Total  outlays  ^ 

Rsc3l  year  —   

Current  dollars      Constant  dollars 


1974.   $1,763  $3,886 

1975   2,059  4,089 

1976  2   3,068  5,650 

1977..   2,932  5,055 

1978   3,768  6,069 

1979   4,652  6,791 

1980   6,084  7,820 

1981   7,473  8,647 

1S82   8,609  9,275 

1983..   10,108  10,520 

1984   10,203  10,203 


^  Outlays  for  all  HUD  assisted  programs,  including  section  202'  and  public  housing  operating  subsidy  costs 
and  programs  not  covered  in  the  discussion  m  chapter  VI  of  this  report  q\  trends  m  housing  assistance  for 
families  with  children. 

2  Includes  the  transition  quarter,  July-September  1976. 

Sources  'Trends  in  Funding  and  Nufnt)ers  o(  Households  in  HUD  Assisted  Housing.  Fiscal  Years  1974-1984/ 
by  Grace  Milgram  Congressional  Research  Service.  Dec.  28.  1983.  Budget  of  the  U.S.  Government,  fiscal  year 
1986  Appendix. 


APPENDIX  B.  SELECTED  SUPPLEMENTAL  CASH  AND 
NONCASH  TRANSFER  PROGRAMS  FOR  POOR  CHILDREN* 

I.  Introduction 

Many  programs  provide  income  support  and  services  to  children 
and  their  families  other  than  the  basic  ones  that  were  discussed  in 
Chapter  VI— AFDC,  Food  Stamps,  Medicaid,  and  subsidized  hous- 
ing. 

This  appendix  briefly  describes  some  of  the  major  supplementary 
benefit  programs,'  telling  whom  they  aid,  and  how  much  they  cost. 
The  selected  list  consists  of  these  22  programs: 

Cash 

1.  Earned  Income  Tax  Credit  (EITC) 
2  Supplemental  Security  Income  (SSI) 

3.  Emergency  Assistance  for  Needy  Families  with  Children 
(EA) 

4.  General  Assistance  (no  Federal  funds) 

5.  Veterans'  Pensions 

6.  General  Assistance  to  Indians 

7.  Assistance  to  Refugees  and  to  Cuban/Haitian  Entrants 
Energy 

8.  Low-Income  Home  Energy  Assistance  Program 
Child  Nutrition 

9.  School  Lunch 

10.  School  Breakfast 

11.  Summer  Food  Service 

12.  Special  Supplemental  Food  Program  for  Women,  Infants, 
and  Children  (WIC) 

13.  Commodity  Supplemental  Food  Program  (CFPP) 

Foster  Care 

14  Foster  Care  for  Needy  Children  (Title  IV-E  funds) 

15  General  Foster  Care  (Title  IV-B  funds) 

16.  General  Foster  Care  (Social  Services  Block  Grant) 


*  Curmt^n  D,  Solumun  wrui«  I  he  &ectiunb  on  the  Earned  Income  Tax  Credit,  Supplemental  Se- 
curity Income,  Emergency  Assistance.  General  Assistance  to  Indians,  and  Child  Support  En 
furcemenu  Barbara  McCIure  wrute  the  fecctiun  un  Veterans*  Pensiuna,  Joyce  Vialet,  Refugee 
Aid,  Kenneth  Cahili,  Home  Energy  Aid.  Sharun  Stephan  wrote  the  sections  on  Child  Nutrition, 
Foster  Care  and  Day  Care. 

'  Public  education  is  a  vast  system  that  also  provides  es^ntial  services  to  the  Natiun't  chil 
dren,  but  ii  wa»  omitted  from  this  study  to  huld  the  report  to  reasonable  si^^.  The  one  educa 
lional  progtam  included  in  thi;t>  AppendiA,  ib  Headsiart,  but  only  its  day  care  provisions  are  dis- 
cussed. Headstart  aims  directly  to  improve  school  performance  of  low-income  children. 
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Day  Care 

17.  Head  Start 

18.  Child  Care  Food  Program 

19.  Social  Services  Block  Grant 

20.  Income  Tax  Credit 

Medical  Services 

21.  Maternal  and  Child  Health  Services  Block  Grant 
Child  Support 

22.  Child  Support  Enforcement  Program 

Omitted  from  this  section  are  the  Job  Training  Partnership  Act 
and  the  Targeted  Jobs  Tax  Credit,  programs  that  seek  to  reduce 
poverty  through  jobs  and  training.  They  are  discussed  in  appendix 
C,  which  presents  a  history  of  Federal  employment  and  training 
programs.  (Appendix  D,  AFDC  and  Work,  discusses  the  Work  In- 
centive program,  the  Community  Work  Experience  Program,  and 
other  work  programs  for  AFDC  recipients.) 


Recipients.  6.2  million  families  with  an  estimated  9~  12  million  children  (FY  82). 
Benefits:  $1.8  billion  (FY  82). 

The  Earned  Income  Tax  Credit  (EITC),  which  was  added  to  the 
Internal  Revenue  Code  in  1975,  offers  an  earning  supplement  of  up 
to  $550  annually  to  married  couples  who  support  a  child  and  to 
single  parents  who  maintain  a  household  for  a  child,  provided  their 
adjusted  gross  income  is  below  $11,000. 

The  EITC  is  the  only  tax  credit  that  is  "refundable."  This  means 
that  a  person  does  not  need  to  owe  any  income  tax  to  receive  the 
credit.  For  those  whose  income  is  too  low  to  owe  income  taxes,  or 
whose  tax  liability  is  smaller  than  the  credit,  the  Internal  Revenue 
Service  (IRS)  makes  a  direct  payment  of  the  credit. 

Basically,  two  reasons  were  advanced  for  enacting  the  EITC, 
which  evolved  from  a  1972  proposal  for  a  "work  bonus"  by  Senator 
Russell  Long,  Chairman  of  the  Senate  Finance  Committee.  The  Fi- 
nance Committee  report  on  the  Tax  Reduction  Act  of  1975  said 
that  the  EITC's  most  significant  objective  should  be  "to  assist  in 
encouraging  people  to  obtain  employment,  reducing  the  unemploy* 
ment  rate  and  reducing  the  welfare  rolls.'*  In  addition,  it  was 
thought  that  the  regressive  nature  of  the  social  security  payroll  tax 
should  be  counterbalanced.  Senator  Long  said  that  the  EITC  was 
needed  to  provide  tax  relief  to  persons  who  were  "too  poor  to  pay 
income  tax,  but  who  still  pay  social  security  tax.  .  ."  Representa- 
tive Al  Ullman,  Chairman  of  the  House  Committee  on  Ways  and 
Means,  said,  "Even  though  we  in  no  way  affect  or  change  the  social 
security  law,  we  are  in  effect  rebating  to  low  income  groups  below 
$6,000  most  of  the  payroll  tax  that  they  have  already  paid." 


II.  Cash  Programs 


EARNED  INCOME  TAX  CREDIT  (EITC) 
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Eligibility 

The  credit  is  available  to  persons  who  have  a  child  and  whose 
adjusted  gross  income  and  earned  income  are  both  less  than 
$11,000.  Married  couples  must  be  eligible  for  a  dependency  exemp- 
tion for  a  child,  and  unmarried  persons  must  maintain  a  household 
for  a  child.  A  dependency  exemption  is  available  only  if  the  person 
provides  more  than  half  the  support  of  the  child,  and  a  person  is 
considered  to  maintain  a  household  only  if  over  half  the  household 
expenses  are  provided  by  that  individual.  For  this  purpose,  AFDC 
benefits  are  considered  not  to  be  provided  or  furnished  by  the  indi- 
vidual. Thus,  if  more  than  half  of  a  mother's  income  is  from  AFIKJ, 
she  is  ineligible  for  EITC.  There  is  an  earnings  threshold  at  which 
eligibility  starts.  For  example,  a  mother  with  $2,999  of  earnings 
and  $3,000  of  AFDC  would  not  qualify  for  EITC  benefits,  but  if  she 
earned  $2  more,  she  would  become  eligible  for  an  EITC  payment 
equal  to  $330  (11  percent  of  $3,000). 

Participating  families  receive  EITC  benefits  in  one  of  three  ways: 
(1)  a  reduction  in  income  tax  liability,^  (2)  a  cash  payment  from  the 
Treasury  if  the  family  has  no  income  tax  liability,  or  (3)  a  combina- 
tion of  reduced  taxes  and  direct  payment.  Most  EITC  benefits  have 
been  paid  in  the  form  of  cash  benefits  rather  than  an  offset  to  tax 
liability  (see  table  1). 

Benefit  levels 

Congress  determines  the  parameters  of  the  EITC.  When  enacted 
in  1975,  the  maximum  credit  was  set  at  $400  per  family  and  the 
income  ceiling  at  $8,000.  Effective  in  1979,  these  levels  were  raised 
to  $500  and  $10,000  respectively.  In  1984  the  maximum  credit  was 
increased  to  $550  and  the  income  ceiling  to  $11,000.  Unlike  other 
main  features  of  the  income  tax,  the  EITC  is  not  automatically  ad- 
justed for  price  inflation. 

The  credit  equals  11  percent  of  the  first  $5,000  of  earnings,  in- 
cluding net  earnings  from  self-employment,  and  thus  may  not 
exceed  $550  per  family.  The  size  of  the  credit  is  related  to  a  work- 
er's wages,  not  to  the  number  of  children  dependent  on  the  wages. 
Between  earnings  of  $5,000  and  $6,500  the  EITC  equals  $550.  The 
credit  is  gradually  phased  out  at  income  levels  above  $6,500  and 
ends  at  earnings  of  $11,000.  For  families  with  income  between 
$6,500  and  $11,000  the  EITC  equals  $550  minus  12%  cents  for  each 
dollar  of  income  over  $6,500. 

Relationship  to  poverty  thresholds 

All  poor  families  smaller  than  five  members,  and  some  nonpoor 
families  of  this  size  potentially  are  eligible  for  the  EITC  in  1985.  As 
the  poverty  thresholds  rise,  fewer  nonpoor  families  qualify  for  the 
EITC. 

The  EITC  maximun  credit  of  $550  equals  9.9  percent  of  the  1984 
poverty  threshold  for  a  two-person  non-aged  family,  6.6  percent  for 
a  three-person  family,  and  5.2  percent  for  a  four-person  family.  A 
person  with  three  <^ependents  who  earned  the  minimum  wage  for 


'  The  law  permita  advance  p«ymenta  of  the  EFTC  b>  negative  withholding  from  pa>  checks, 
but  very  few  workers  receive  payment  thii  way. 
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full-time  year-around  work  ($6,968  in  wages,  66  percent  of  the  four- 
person  poverty  threshold)  would  be  eligible  for  an  EITC  of  $493, 
which  would  lift  his  income  to  70  percent  of  poverty.  For  a  corre- 
sponding three-person  family  the  same  minimum  wage  earnings 
would  equal  85  percent  of  the  poverty  threshold  and  the  $493  EITC 
would  lift  income  to  90  percent  of  poverty. 

The  EITC  income  limit  of  $11,000  represents  158  percent  of  the 
1983  poverty  threshold  for  two,  133  percent  for  three,  104  percent 
for  four,  and  88  percent  for  five.  Unlike  other  cash  welfare  pro- 
grams, the  EITC  is,  in  part,  inversely  related  to  need.  The  more  a 
family  earns  (up  to  $5,000),  the  more  welfare  aid  it  receives.  Fami- 
lies with  the  lowest  earnings  receive  a  very  small  EITC  payment. 

Relationship  to  other  benefit  programs 

Rules  of  AFDC  and  food  stamps  require  that  EITC  payments  be 
treated  as  earned  income  when  received.  The  Deficit  Reduction  Act 
of  1984  (P.L.  98-369)  repealed  a  requirement  that  welfare  agencies 
reduce  AFDC  benefits  to  take  account  of  EITC  payments  that  re- 
cipients with  earnings  were  considered  eligible  to  receive  on  an  ad- 
vance basis,  whether  or  not  they  actually  did  so. 

Comparison  to  other  programs 

Like  other  cash  welfare  programs,  the  EITC  is  limited  to  certain 
categories  of  persons.  To  be  eligible,  families  must  have  earnings 
and  a  dependent  child.  Unlike  other  welfare  programs,  the  EITC 
pays  no  more  to  a  large  family  than  to  a  small  one  with  the  same 
earnings,  and  it  disregards  a  family's  resources.  Unlike  AFDC,  the 
EITC  is  federally  administered  (by  the  Internal  Revenue  Service), 
has  Federal  eligibility  rules,  and  pays  standard  benefits.  The  rules 
of  EITC,  like  those  of  AFDC,  have  been  criticized  for  providing  a 
financial  incentive  to  break  up  a  family.  Under  the  EITC  program, 
a  married  couple,  each  earning  $5,500,  with  two  children  would  be 
able  to  obtain  an  additional  $1,100  a  year  by  dividing  the  family. 
The  separate  units  would  be  entitled  to  a  credit  of  $550  each.  If  the 
family  remained  together,  they  would  receive  no  credit  at  all.  A 
married  couple  must  file  a  joint  tax  return  for  the  EITC,  and  their 
joint  earnings  would  make  them  ineligible. 

Trends 

As  table  1  shows,  EITC  benefits  peaked  in  1979  at  $2.1  billion, 
paid  to  7.1  million  families.  Total  benefits  declined  steadily  in  the 
next  5  years,  a  period  when  the  maximum  credit  was  frozen  at 
$500  and  the  income  ceiling  was  frozen  at  $10,000.  Adjusted  for  in- 
flation, total  benefits  declined  44  percent  from  1975,  first  year  of 
the  program,  and  54  percent  from  1979,  peak  year. 
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TABLE  l.-TOTAL  AMOUNT  OF  EITC,  NUMBER  OF  FAMILIES  RECEIVING  THE  CREDIT  AND 
BUDGET  OUTLAYS  FOR  CALENDAR  YEARS  1975  THROUGH  1985 


VxjicliUol  yzci  w 

which  credit 
applies 

Total  amount  of  EITC 
(millions) 

Current  Constant 
dollars      1984  dollars 

Number  of 
laniiiico  wno 
received 
EITC 
(thousands) 

"Refunded" 
portion  of 
credit ' 

^IllllllUlld/ 

Average  EITC  per  family 

Current  Constant 
dollars      1984  dollars 

1975  

$1,250 

$2,412 

$6,215 

$900 

$201 

$388 

1976  

1,295 

2,363 

6,473 

890 

200 

365 

1977  

1,127 

1,931 

5,627 

880 

200 

343 

1978  

1,048 

1,668 

5,192 

801 

202 

■  322 

1979  

2,052 

2,936 

7.135 

1.395 

288 

412 

1980  

1,986 

2,503 

6,954 

1,370 

286 

360 

1981  

1,912 

2,184 

6.717 

1,278 

285 

326 

1982  

1.764 

1,898 

6,357 

1,217 

277 

298 

1983  2  

1,466 

1.528 

NA 

1,110 

NA 

NA 

1984  2  

1,349 

1,349 

NA 

1,024 

NA 

NA 

1985  2  

1.246 

NA 

NA 

988 

NA 

NA 

^  Tills  is  the  portion  of  the  credit  that  exceeds  tax  liability,  and  it  is  treated  as  a  tHidget  outlay.  The  rest  of 
the  credit  is  classified  as  a  "tax  expenditure."  All  these  credits  were  paid  in  the  following  year  until  1979, 
whsn  advance  payments  of  the  credit  were  permittedi  Ijy  addition  to  the  worker's  paycheck. 

2  Projections.       NA— not  available. 


SUPPLEMENTAL  SECURITY  INCOME  (SSl) 

Child  Recipients.  232,800  (1983  estimated  average  monthly  number). 
Benefits  to  Children:  $760  million  (1983  estimate). 

The  program  of  Supplemental  Security  Income  (SSI)  provides  a 
minimum  cash  guarantee  to  eligible  persons,  including  needy  dis- 
abled or  blind  children.  Started  in  1974  and  established  by  the  1972 
amendments  to  the  Social  Security  Act  (P.L.  92-603),  SSI  offers 
monthly  cash  payments  on  nationally  uniform  terms  to  needy  per- 
sons at  least  65  years  old  and  to  blind  or  disabled  persons  of  any 
age  in  the  50  States,  the  District  of  (Columbia,  and  the  Northern 
Mariana  Islands.  SSI  benefits  are  paid  with  general  revenue  from 
the  U.S.  Treasury,  but  administered  by  the  Social  Security  Admin- 
istration. 

Eligibility 

To  qualify  for  SSI,  a  child  must  be  blind  or  have  a  physical  or 
mental  impairment  of  severity  comparable  to  one  that  would  pre- 
vent an  adult  from  working  and  is  expected  to  last  at  least  12 
months  or  to  result  in  death.  The  countable  income  ceiling  for  SSI 
in  1985  is  $325  monthly  per  person,  and  the  countable  resource 
limit  is  $1,600.  If  a  child  is  under  18,  unmarried,  and  living  at 
home,  some  of  his  parents*  income  and  assets,  if  "excess"  are  treat- 
ed as  his,  but  if  the  child  is  an  unmarried  student  between  the  age 
of  18  and  22,  only  his  own  income  and  assets  are  considered.  Fur- 
ther, earnings  of  disabled  or  blind  students  under  22  years  old  are 
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not  counted  aa  available  income  unless  the>  exceed  $400  a  month 
or  $1,620  a  year. 

Benefit  levels 

In  calendar  year  1985  the  Federal  income  floor  is  $325  monthly 
for  single  persons.  Half  the  States  plus  the  District  of  Columbia 
pay  supplementary  benefits  to  SSI  recipients  who  have  independ- 
ent livmg  arrangements.  These  State-funded  supplements  range 
from  $1.70  monthly  in  Oregon  to  $261  in  Alaska. 

As  noted  earlier,  a  disabled  student  under  age  22  is  permitted  to 
add  up  to  $400  in  monthly  earnings  ($1,620  per  year)  to  a  full  SSI 

Eayment,  such  earnings  are  not  counted  as  income.  Furthermore, 
is  benefits  are  reduced  by  only  a  fraction  of  any  higher  earnings. 

Relationship  to  poverty  thresholds 

The  SSI  guarantee  is  not  directly  related  to  poverty  thresholds, 
but  like  those  thresholds,  it  is  linked  to  the  Consumer  Price  Index 
(CPI),  and,  hence,  it  generally  rises  at  about  the  same  rate.^  Cost- 
of living  adjustments  (COLAs)  are  provided  annually  in  January 
and  equal  the  percentage  that  is  granted  to  social  security  benefits 
(which  reflects  a  rise  in  the  CPI). 

The  basic  Federal  SSI  guarantee  amounts  to  $3,900  per  year. 
This  represents  72  percent  of  the  1984  poverty  threshiild  for  a  non- 
aged single  Individual,  however,  this  yardstick  would  be  inappropri- 
ate for  judging  the  poverty  of  an  SSI  child  unless  he  were  a  student 
no  longer  at  home.  The  relevant  poverty  threshold  for  a  child  at 
home  would  depend  upon  the  family  size  and  v/ould  have  to  take 
into  account  the  income  of  other  family  members. 

Relationship  to  other  benefit  programs 

SSI  and  AFDC  are  mutually  exclusive  programs.  A  person 
cannot  participate  In  both.  However,  a  family  may  contain  recipi- 
ents of  both  programs.  Thus,  a  needy  mother  with  one  healthy  and 
one  disabled  child  may  receive  ADFC  for  herself  and  the  first  child, 
while  her  disabled  child  receives  SSI.  Similarly,  a  needy  disabled 
mother  may  receive  SSI  for  herself  (it  generally  is  much  more  gen- 
erous than  and  AFDC  caretaker  grant)  and  AFDC  for  her  children. 
Such  a  family  would  constitute  two  separate  "assistance"  units, 
each  with  its  own  income  and  benefit  calculations.  Neither  pro- 
gram would  count  the  benefits  of  the  other. 

In  the  Federal-State  cash  welfare  programs  for  the  blind  and  dis- 
abled that  preceded  SSI,  children  generally  were  Ineligible.  Most 
Stdteb  limited  disability  welfare  grants  to  persons  at  least  18  years 
old  and  covered  needy  disabled  children  under  AFDC  on  the  same 
terms  as  healthy  children. 

When  the  House  Committee  on  Ways  and  Means  in  1972  report- 
ed the  SSI  legislation,  H.R.  1,  it  recommended  that  the  SSI  pro- 
gram include  disabled  children  under  age  18,  and  the  Nixon  Ad- 
ministration supported  this  provision.  However,  the  Finance  Com- 
mittee deleted  the  provision,  giving  this  explanation  in  its  report. 


^  Timing  and  measuring  penud  differ«;rii.cs  ruundiiiK  ruleb  fui  benefiU  ai^cuunt.  for  dtfTer 
ences  in  tneu  rates  of  gruwth.  Furthei,  in  19S3  CX»ngress  delayed  the  SSI  COLA,  subetituting  a 
more  generous  ad  hoc  benefit  boost. 
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The  House  justified  its  inclusion  of  disabled  children 
under  age  18  under  aid  to  the  disabled,  if  it  is  to  their  ad- 
vantage, rather  than  under  the  program  for  families  with 
children,  on  the  grounds  that  their  needs  are  often  greater 
than  those  of  nondisabled  children.  The  needs  of  disabled 
children,  however,  are  generally  greater  only  in  the  area 
of  health  care  expenses.  In  all  but  the  two  States  that  do 
not  have  medicaid  programs,  children  now  eligible  for  cash 
assistance  are  covered  under  existing  State  medical  assist- 
ance programs.  Disabled  children's  needs  for  food,  cloth- 
ing, and  shelter  are  usually  no  greater  than  the  needs  of 
nondisabled  children.** 

The  conference  committee  restored  the  House  provisions  and  it 
became  law. 

Congressional  debate  over  including  children  in  the  SSI  program 
mainly  focused  on  whether  or  not  disabled  children  have  greater 
financial  needs  than  other  low-income  children.  A  1978  survey  of 
SSI  children  ^  found  that  there  were  some  extra  costs  involved  in 
their  care,  chiefly  for  transportation,  clothes,  and  medical  care. 
Other  expenses  mentioned  were  school,  babysitting  and  special 
equipment.  In  all  the  extra  expenses  totaled  about  $28  monthly.  At 
the  time,  the  average  monthly  SSI  payment  for  a  disabled  or  blind 
child  was  $171.72,  more  than  double  the  average  monthly  payment 
of  $84.60  for  an  AFDC  recipient. 

By  1983  the  spread  between  SSI  and  AFDC  average  payments 
widened.  The  average  monthly  SSI  payment  for  a  disabled  or  blind 
child  then  was  $280.96,  more  than  2.6  times  the  average  monthly 
payment  of  $107.20  for  an  AFDC  child. 

The  gap  between  SSI  and  AFDC  payments  per  child  can  be  illus- 
trated by  considering  two  families.  Family  A  and  Family  B,  living 
in  the  median  AFDC  State  (ranked  by  State  benefit  levels)  in  Janu- 
ary 1985.  Assume  that  both  families  consist  of  a  mother  and  two 
children  and  that  neither  has  any  private  income,  but  that  Family 
B  has  one  disabled  child.  Family  A  would  receive  $327  a  month, 
$3,924  yearly,  from  AFDC.  Family  B  would  receive  a  two-person 
AFDC  benefit  of  $272  plus  the  maximum  SSI  payment  of  $325  for 
the  disabled  child,  a  total  monthly  income  of  $597,  or  7,164  annual- 
ly. Family  A  would  have  income  equal  to  47  percent  of  the  poverty 
threshold.  Family  B  would  have  income  equal  to  87  percent  of  the 
threshold.  Both  families  would  be  eligible  for  Medicaid. 

SSI  law  provides  different  treatment  for  child  support  payments 
from  an  absent  parent  than  does  AFDC  law.  One-third  of  any  pay- 
ment for  the  disabled  SSI  child's  support  received  from  an  absent 
parent  is  not  counted  as  income  and  thus,  in  effect,  is  added  to  the 
full  SSI  benefit.  In  contrast,  AFDC  law  requires  the  parent  to  give 
any  child  support  rights  to  the  State,  which  then  seeks  to  enforce 
collection  (and,  under  1984  law,  must  pass  through  up  to  $50 
monthly  of  its  collection  to  the  custodial  parent). 


*  U  S  Congress  Senate  The  Supplemental  Secunt>  Income  Program.  Committee  on  Finance. 
April  1977.  95th  Congress.  l8t  Session.  U  S.  Govt.  Print.  Off.  1977.  p.  125. 

» Survev  of  Dic^bled  Children  Under  SSI  Program.  Social  Securit>  Bulletin.  Vol.  43.  No.  1, 
January  1980. 
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Trends 

The  share  of  children  in  the  SSI  population  has  doubled  since 
1975,  rising  from  3  to  6  percent.  As  table  2  shows,  the  number  of 
child  recipients  climbed  from  128,175  in  December  1975  to  236,380 
in  December  1983,  an  increase  of  84  percent.  At  the  same  time  the 
total  SSI  enrollment  fell  10  percent,  from  4.3  million  to  3.9  million. 

TABLE  2.-NUMBER  OF  BLIND  AND  DISABLED  CHILDREN  RECEIVING  FEDERALLY 
ADMINISTERED  PAYMENTS  AND  AVERAGE  MONTHLY  BENEFIT  AMOUNT,  1974-83 


Number  of  recipients  Average  monthly  amount 


Blind  and  Blind  and 

Ail  persons        disabled        All  persons  disabled 
children  children 


Jan.  1974   3,215,632  6,800   

Dec.  1974   3,996,064  70,900  » $114.47  $109.15 

Dec.  1975   4,314,275  128,175  114.39  141.09 

Dec.  1976   4,235,939  153,128  119.70  154.24 

Dec.  1977   4,237,692  175,214  124.52  170.03 

Dec.  1978   4,216,925  197,499  129.61  171.72 

Dec.  1979   4,149,575  212,088  155.65  193.26 

Dec.  1980   4,142,017  228,588  167.77  219.08 

Dec.  1981   4,018,875  230,094  182.73  240.84 

Dec.  1982   3,857,590  229,151  195.83  263.22 

Dec.  1983   3,901,497  236,380  211.68  280.96 


>  Oct.-Oec.  1974. 

EMERGENCY  ASSISTANCE  TO  NEEDV  FAMiUES  WITH  DEPENDENT 
CHILDREN  (EA) 

Recipients,  30,000  families  with  children  (1983  monthly  average). 
Benefits:  $100  million  (1983). 

The  Social  Security'  Act  permits  States  to  give  emergency  assist- 
ance for  no  more  than  30  days  per  calendar  year  to  AFDC  families 
and  other  needy  families  with  children,  including  migrant  families, 
to  avoid  destitution  of  the  children  or  to  provide  living  arrange- 
mentb  for  them.  Aid  may  be  given  in  the  form  of  money  payments, 
payments  in  kind,  medical  care,  or  remedial  care.  The  Federal  Gov- 
ernment pays  half  the  cost  of  EA  benefits  and  administration.  As 
of  October  1,  1983,  27  jurisdictions  operated  EA  programs. 

Eligibility 

States  define  eligible  emergencies.  According  to  State  plans  for 
EA,  the  four  classes  of  emergencies  most  commonly  qualifying  for 
aid  in  late  1983  were  natural  disasters,  unspecified  crises  threaten- 
ing family  or  living  arrangements,  homelessness,  and  eviction,  po- 
tential  eviction,  or  foreclosure.  Other  qualifying  causes  of  need 
specified  by  at  least  three  States  were  illness  or  injury,  civil  disor- 
ders  or  crimes  of  violence,  lose  of  employment  or  strike,  death,  util- 
ity shutoff  or  fuel  shortage,  loss  of  heating  energy  supply  or  equip- 
ment, appliance  failure,  child  safety,  man-made  disasters  (peace- 
time radiological  incident,  chemical  disaster). 
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Ix)cal  welfare  onicials  have  great  discretion  in  dealing  with  indi- 
vidual cases. 

Benefit  levels 

In  September  1!)84,  $10.8  million  in  EA  benefits  were  paid  to 
36,500  families,  yie  lding  an  average  benefit  of  $295  per  family.  The 
number  of  families  aided  was  down  48  percent  from  the  September 
1983  count,  but  up  34  percent  from  the  September  1982  count. 

Relationship  to  other  benefit  programs 

The  EA  program  was  established  to  supplement  AFDC  cash  ben- 
efits for  one  montli  only  in  cases  of  emergencies  and  to  give  tempo- 
rary emergency  aid  to  non-AFDC  families  with  children.  Thus,  pay- 
ments cause  no  induction  in  AFDC  benefits.  However,  the  food 
stamp  program  reduces  benefits  to  take  account  of  EA  cash  aid  (at 
the  rate  of  30  cerits  in  food  stamps  per  dollar  of  countable  cash). 

Trends 

As  table  3  sho\^s,  the  average  monthly  number  of  families  aided 
by  EA  peaked  in  1981  at  49,100,  then  declined  sharply  (45  percent) 
in  1982.  The  Fed(  ral  Government  made  no  change  in  EA  program 
rules  in  this  period.  Some  States  said  that  in  1982  they  increased 
their  use  of  Low  'Income  Home  Energy  Assistance  funds,  which  are 
100  percent  fede*ally  funded,  for  emergency  aid  and  accordingly, 
decreased  their  use  of  EA  funds,  which  States  must  match,  dollar 
for  dollar. 


TABLE  3  -  EMERGEN':Y  ASSISTANCE.  AVERAGE  MONTHLY  NUMBER  OF  RECIPIENTS,  TOTAL 
AMOUNT  OF  m\\  PAYMENTS,  AND  AVERAGE  MONTHLY  PAYMENT,  1969-83  ' 


Average      Total  assistance  payments  Average  monthly  payment 

monthly  during  year  (in  thousands)  per  family 

Year  •              number  of     

families  (in      (^rrent       Constant  Current  Constant 

thousands)      dollars      1983  dollars  dollars  1983  dollars 


1969  

7.5 

6,699 

$18,201 

$117.23 

$318.54 

1970  

7.5 

11,396 

29,239 

126.14 

323.64 

1971  

11.1 

19,843 

48,834 

148.54 

365.56 

1972  

19.9 

44,180 

105,248 

184.91 

440.50 

1973  

  18.8 

39,265 

88,062 

174.05 

390.35 

1974  

31.3 

64,031 

129,333 

170.38 

344.14 

1975  

  38.3 

77,516 

143,470 

168.85 

312.51 

1976  

27.5 

55,673 

97,451 

168.43 

294.82 

1977  

  32.8 

66,132 

108,707 

168.05 

276.24 

1978  

  34.5 

80,919 

123,564 

195.24 

298.13 

1979  

35.7 

84,043 

115,341 

195.92 

268.88 

1980  

  48.6 

113,238 

136,912 

194.29 

234.91 

1981  

49.1 

123,467 

135,284 

.  209.51 

229.56 

1982  

  27.3 

102,344 

105,636 

278.54 

287.50 

1983  

30.0 

100,400 

100,400 

280.34 

280.34 

'  1969  82  data  are  6^\\\.4  from  Soaal  Security  Bulletin,  Annual  Statistical  Supplement,  1983,  p.  248.  1983 
data  compiled  fium  Monthly  Benefit  Statistic,  publibhcd  h)  the  Souai  Seu/iity  Admmfbtidtion,  Offiu  of  Research 
Statistics  and  International  Policy  (in  the  Office  of  Policy). 
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GENERAL  ASSISTANCE  (GA)  (NON-MEDICAL  COMPONENT) 

Recipients,  12  million  (FY  1983  estimate).  Number  with  children  unknown. 
Benefits:  $2.1  billion  (FY  1983  preliminary  estimate). 

General  Assistance  (GA)  is  the  usual  name  given  to  State  and 
local  programs  that  help  persons  who  are  not  eligible  for  AFDC, 
SSI,  or  EA.  No  Federal  funds  are  provided  for  GA  programs.  Most 
Srates  have  had  GA  programs  since  the  1930s. 

As  of  late  1982,  25  iurisdictions,  including  the  District  of  Colum- 
bia and  the  three  outlying  areas,  operated  statewide  GA  programs, 
fully  funded  by  the  State.  Nineteen  States  provided  no  funcis  for 
local  relief  programs,  although  four  of  these  States  required  their 
localities  to  offer  GA.  One  State  (West  Virginia)  did  not  have  a  GA 
program.  The  remaining  nine  States  shared  GA  costs  with  local- 
ities. 

Eligibility 

To  receive  GA,  a  person  must  be  considered  to  be  in  financial 
need  and  must  live  where  such  aid  is  offered.  Definitions  of  need 
vaiT  among  States  and  even  within  States.  Most  jurisdictions  gen- 
erally provide  basic  aid  in  the  form  of  cash,  some  use  combinations 
of  cash  and  vendor  payments,  and  some  use  vouchers.  Many  States 
also  offer  medical  assistance  to  GA  recipients. 

Benefit  levels 

GA  benefit  levels  vary  among  States  and  often  within  them. 
They  range  from  small  one-time  emergency  payments  to  regular 
payments  similar  to  those  of  AFDC  or  SSI.  For  example,  Califor- 
nia's maximum  monthly  payment  for  an  individual,  which  varies 
by  county,  ranged  in  late  1982  from  a  low  of  $40  to  a  high  of  $250. 
The  range  in  New  York  was  from  $177  to  $299,  with  the  difference 
reflecting  variations  in  area  shelter  maximums.® 

As  of  late  1982,  20  jurisdictions  reported  that  most  of  the  GA 
cash  assistance  recipients  were  single  adults.  Four  States  (Alaska, 
Nebraska,  North  Dakota  and  Oklahoma)  reported  that  most  of 
their  GA  recipients  were  intact  families  with  children. 


•  Data  in  the  text  are  from  the  S.  Librarv  of  Congress.  Congressional  Research  Service. 
Cash  and  NonCash  B«riiefita  fur  Persons  with  Limited  Inhume.  Eiigibiiit>  Rules,  Recipient  and 
Expenditure  DaU.  fiscai  >ear  1381  ;b>j  Vee  Burke.  June  1^,  1984.  Report  No.  EPW  pp. 
64-67  and  p.  1^3- 
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Relationship  to  other  benefit  programs 

In  a  sense,  the  GA  program  is  the  "gap-filling*'  welfare  program. 
It  helps  some  of  the  needy  who  are  not  eligible  for  the  federally 
aided  cash  programs  of  AFDC  or  SSI  because  they  are  not  aged, 
disabled,  or  children  (  and  their  needy  caretakers)  in  one-parent 
families  or  in  two-parent  unemployed  families.  Some  States  use  GA 
to  finance  more  liberal  aid  to  two-parent  families  with  children 
than  Federal  AFDC  law  allows.  For  example,  California  funds  cash 
payments  to  unemployed-parent  families  without  a  relatively  long 
previous  work  history. 

Trends 

Table  4  indicates  that  GA  cash  payments  have  grown  steadily 
from  $1.2  billion  in  1978  to  an  estimated  $2.1  billion  in  1983,  a  rise 
of  75  percent.  Adjusted  for  price  inflation,  the  rise  amounted  to  16 
percent.  The  number  of  GA  recipients  increased  from  793,000  in 
1978  to  an  estimated  1,275,000  in  1983,  a  rise  of  60  percent. 


TABLE  4.~GENERAL  ASSISTANCE- RECIPIENTS  OF  CASH  PAYMENTS  AND  TOTAL  AMOUNT, 

1936-83 1 


Average  monthly  number 
(thousands) 

Total  current 

Total 
constant 
1933  dollars 
(millions) 

Average  per— 

Year 

do!lars 

Cases 

Redpients 

(millions) 

Case 

Recipient 

1936 

(^) 

34,545 

$437 

$3,117 

(^) 

3$8.00 

1940 

...  1,410 

33,618 

405 

2,855 

$23.93 

38.30 

1945 

244 

3507 

88 

483 

29.70 

316.55 

1950 

523 

3866 

298 

1,225 

47.55 

322.25 

1955 

326 

785 

214 

790 

54.80 

22.74 

1960 

390 

1,071 

322 

1,077 

68.82 

25.10 

1961 

433 

1,182 

356 

1,176 

68.57 

25.11 

1962 

360 

902 

293 

956 

67.81 

27.03 

1963,     .  . 

349 

861 

280 

902 

66.82 

27.07 

1964 

341 

782 

273 

868 

66.61 

29.07 

1965 

324 

703 

259 

812 

66.69 

30.72 

1966 

297 

636 

264 

803 

74.06 

34.60 

1967 

326 

713 

326 

965 

83.38 

38.07 

1968 

370 

789 

421 

1,197 

94.79 

44.51 

1969 

403 

817 

472 

1,273 

97.59 

48.15 

1970 

477 

957 

618 

1,574 

107.96 

53.82 

1971 

562 

1.009 
889 

761 

1,857 

112.79 

62.82 

1972 

550 

740 

1,750 

112.22 

69.44 

1973 

504 

746 

689 

1,532 

113.89 

76.87 

1974 

522 

758 

825 

1,654 

131.78 

90.70 

1975   

667 

964 

1,138 

2,090 

142.24 

98.40 

1976 

685 

934 

1,228 

2,132 

149.27 

109.56 

1977  . 

675 

861 

1,238 

2,018 

152.73 

119.74 

1978 

640 

793 

1,205 

1,826 

156.96 

126.62 
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TABLE  4  -GENERAL  ASSISTANCE-RECIPIENTS  Of  CASH  PAYMENTS  AND  TOTAL  AMOUNT, 

1936-83'— Continued 

Average  monthV  number     Tot,]  current      ^"'2'  Average  per— 


-(thousands)         ^^'^Iff"'  constant 


Year   ^H:^?   dollars 

Cases       Recipients  ("lifons)  "^^'P'^"' 


1979   647        796  1,231  1,675  158.49  128.84 

1980   756        945  1.442  1,730  158.59  127.18 

1981"   826  1,006  1.731  1,925  174.64  143.39 

1982*   894  1,089  1,859  1,924  173.28  142.26 

1983*   1.040  1,275  2,110  2,110  169.07  137.91 

Pfi"*.^,'!!"^!^  Number  of  jurisdictions  reporting  1960-51, 53, 1962-63, 52,  1954-67, 51,  1968, 
48,  1969,  47,  1970,  45,  1971-72,  47,  1973-75,  45,  1976,  44,  1977-78,  42,  1979,  43;  1980-82  41 
^  Data  not  available. 
'  As  of  December  of  each  year. 

*  Data  lor  these  3  years  apply  to  fiscal  year  and  are  from  CRS  Report  84-99  (ated  in  footnote  6). 
Source  of  1936-80  data.  Social  Security  Bulletin,  Annual  Statistical  Supplement,  1983,  p.  235. 

PENSIONS  FOR  NEEDY  VETERANS,  THEIR  DEPENDENTS,  AND  S'JRVIVCRS 

Recipients.  2.3  million  (FY  1983).  Number  of  children  not  readily  available. 
Benefits:  $3.9  billion  (FY  1983). 

The  United  States  has  provided  pension  benefits  to  non-service- 
connected  disabled  or  aged  veterans  of  every  major  conflict  since 
the  Revolutionary  War.  The  rationale  for  veterans*  pensions  has 
been  to  prevent  veterans  with  wartime  service  and  their  depend- 
ents or  survivors  from  having  to  live  in  need.  This  separate  system 
of  income  support  for  needy  veterans  has  continued  despite  the 
later  establishment  (in  1935)  of  federally  aided  public  assistance 
programs  for  the  aged  or  disabled  and  nearly  universal  social  secu- 
rity coverage.  Pension  benefits  are  enlarged  for  veterans  with  de- 
pendent children  and/or  spouses.  They  are  payable  to  low-income 
surviving  spouses  and  children  of  wartime  veterans  regardless  of 
age  or  disability  status.  The  Federal  Government  pays  the  entire 
cost  of  veterans'  pensions. 

Eligibility 

Veterans  qualify  for  pensions  provided  they  served  honorably  for 
at  least  90  days,  including  at  least  1  day  of  wartime  service;  they 
are  totally  and  permanently  disabled  for  reasons  not  related  to 
their  military  service,''  and  have  income  below  prescribed  limits. 
At  age  05  veterans  are  considered  to  bs  disabled,  regardless  of 
physical  conditions.  Sur\'ivors  of  veterans  who  died  from  non-serv- 
ice causes  also  are  eligible  for  pensions  if  they  meet  the  income 
test. 


'  Veterans  disabled  bccau^  of  militar>  t^iMce  are  elifabl^  for  cgmpcns^ation  paymentai,  for 
which  there  is  no  income 
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Benefit  levels 

In  calendar  year  1985,  the  maximum  pension  to  a  veteran  with 
no  dependents  is  $5,709,  for  a  veteran  with  one  dependent,  $7,478, 
for  one  with  two  dependents,  $8,446. 

However,  a  veteran's  widow(er)  with  a  child  receives  a  maximum 
of  only  $5,011,  one-third  less  than  a  veteran  with  a  child. 

The  maximum  benefit  schedule  for  1985  is  as  follows: 


Family  size*  Veteran  Widow(er) 

1   $5J09  $3,825 

2   7,478  5,011 

3   8,446  5,979 

4   9,414  6,947 

5  2   10,382  7,915 

'  This  column  refers  to  the  veteran  plus  dependents,  and  to  the  wKlow(er)  plus  children. 
2  For  each  additional  dependent,  add  $968  for  1985. 

Virtually  all  private  income  of  a  veteran  and  his  family,  includ- 
ing social  security  benefits  and  adult  earnings,  is  counted  as  avail- 
able and  reduces  the  pension  on  a  dollar-for-dollar  basis.  Excluded 
from  countable  income,  however,  are  earnings  of  a  child  that  are 
below  the  child  s  Federal  income  tax  threshold  ($3,430  in  1985) 
amounts  paid  by  a  child  for  postsecondary  education  or  vocational 
rehabilitation  training  expenses,  and  cash  welfare  aid. 

Relationship  to  povf^rty  thresholds 

The  schedule  of  maximum  veteran's  pensions  is  not  directly  re- 
lated to  poverty  thresholds,  but,  like  those  thresholds,  it  is  linked 
to  the  Consumer  Price  InJex  (CPI),  and,  hence,  it  generally  rises  at 
about  the  same  rate.^  Cost-of  living  adjustments  (COLAs)  are  pro- 
vided annually  in  January  and  equal  the  percentage  that  is  grant- 
ed to  social  security  benefits  (which  reflects  a  rise  in  the  CPI). 

The  veterans*  pension  schedule  guarantees  a  1985  income  above 
the  povert>  level  for  veterans  ydih.  no  more  than  two  dependents. 
For  widows  anJ  widowers,  and  for  veterans  with  three  or  more  de- 
pendents, the  program  s  maximum  benetits  are  below  the  poverty 
threshold. 

Relationship  to  other  benefit  programs 

The  veterans*  pension  guarantee  for  a  single  veteran  exceeds  the 
basic  Federal  SSI  guarantee  by  46  percent.  However,  some  States 
supplement  SSI  to  a  level  above  the  veteran's  pension  amount,  and, 
thus,  some  veterans  may  receive  an  SSI  supplement  to  their  pen- 
sion. 

Trends 

As  table  5  shows,  recipient  numbers  peaked  in  1978,  and  in  1983 
were  35  percent  belovi'  that  peak  level.  Outlays  rose  35  percent 
from  1976  to  1983.  Adjusted  for  price  inflation,  they  fell  24  percent. 

•Timing  and  measuring  pernxJ  differenves*  avv<^wnt  fw'  diffc*ent«  in  their  rates  of  growth. 
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TABLE  5. -PENSIONS  FOR  NEEDY  VETERANS,  THEIR  DEPENDENTS,  AND  SURVIVORS: 
FEDERAL  EXPENDITURES  AND  NUMBER  OF  RECIPIENTS,  FISCAL  YEARS  1976-83 

Expenditures  (thousands) 

Rsral  vMf  '■   Recipients 

^  Current  dollars  Co^lllrs"^^ 


1976  

  $2,880 

$5,130 

3,567 

1977  

  3,127 

5,181 

3,564 

1978  

  3,258 

5,042 

3,595 

1979  

  3,525 

4,940 

3,380 

1980  

  3,585 

4,427 

3,076 

1981  

  3,755 

4,175 

2,802 

1982  

  3,879 

4,015 

2,505 

1983  

  3,894 

3.894 

2,311 

Source:  Congressional  Research  Service. 

GENERAL  ASSISTANCE  TO  INDIANS  * 

Recipients:  63,900  (FY  83  monthly  average). 
Benefits:  $56.9  million  (FY  83). 

General  Assistance  to  Indians  is  100  percent  federally  funded 
and  is  operated  by  the  Bureau  of  Indian  Affairs. 

Eligibility 

In  order  to  qualify  a  person  must  be  an  Indian  or  an  Alaskan 
Native.  Recipients  must  live  in  Alaska  or  Oklahoma  or  on  (or  near) 
an  Indian  reservation  in  one  of  14  other  States.  Persons  must  be 
considered  needy  according  to  State  standards,  and  they  cannot  be 
enrolled  in  the  AFDC  or  SSI  programs.  However,  they  may  receive 
GA  to  Indians  while  their  applications  are  pending  for  AFDC  or 
SSI.  They  must  accept  available  employment  that  they  are  "able 
and  qualified**  to  perform. 

Benefit  levels 

Since  1944  the  Bureau  of  Indian  Affairs  has  set  maximum  pay- 
ments of  this  program  equal  to  100  percent  of  the  standard  of 
needy  established  by  the  relevant  State  for  the  same  size  family  en- 
rolled in  AFDC.  This  has  been  the  policy  even  in  States  that  failed 
to  pay  the  full  need  standard  to  their  AFDC  families.  In  six  of  the 
16  States  that  provide  GA  to  Indians,  the  State  does  not  pay  its  full 
need  standard  to  AFDC  recipients. 

Congress  in  December  1982  directed  BIA  to  bring  payments  of 
the  program  of  GA  to  Indians  "into  conformance"  with  AFDC  pay- 
ments in  those  States  where  the  need  standard  exceeded  actual 


•  The  description  i&  derived  from  the  U  S  Librar>  of  Congress.  O;ngres?iona!  Research  Serv- 
Cash  and  Nun-Ca^h  BoneHti*  for  Persvnb  with  Limtted  Income.  Ehgibility  Rules,  Recipient 
and  Expenditure  Data.  FY  mi  83  [by]  Vee  Burke  June  18,  1984.  Report  No.  84-99  EPW.  pp. 
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benefits.'^  Congress  acted  after  some  States  increased  their  stand- 
ards of  need,  but  not  actual  payments  levels,  in  apparent  response 
to  a  new  law  (P.L.  97-35)  that  barred  AFDC  to  families  whose  gross 
income  exceeded  150  percent  of  their  State  need  standard.  (Many 
States  paid  AFDC  families  less  than  full  "need"  before  the  1981 
law,  also.) 

In  January  1984  BIA  proposed  regulations  to  implement  the  con- 
gressional directive  that  GA  for  Indians  not  exceed  maximum 
AFDC  benefit  levels.  The  proposed  rules  would  reduce  benefits  in 
Colorado,  Idaho,  Mississippi,  Montana,  Nevada,  and  North  Caroli* 
na.  The  sharpest  cut  would  come  in  Mississippi,  where  the  AFDC 
need  standard  ($286)  is  almost  triple  the  AFDC  maximum  benefit 
($96)  for  a  family  of  three  persons. 

The  proposed  regulations  would  permit  recipients  in  the  six 
States  where  AFDC  benefits  are  below  need  standards  to  add  to 
their  GA  cash  payment  earnings  or  other  income,  as  long  as  it  did 
not  exceed  the  gap  between  need  standard  and  actual  pa3mient 
level. 

The  October  1984  maximum  payments  of  GA^  for  Indians  still 
equalled  State  AFDC  standards  of  need.  For  families  of  three  per- 
sons they  ranged  from  $223  in  Arizona  to  $554  in  Idaho  and  to  ^696 
in  Alaska. 

Trends 

Table  6  shows  that  the  number  of  recipients  fluctuated  over  the 
last  8  years,  from  a  low  of  55,600  in  1981  to  a  peak  of  63,900  in 
1983. 

Expenditures  rose  16  percent  from  1976  to  1983.  Adjusted  for 
price  inflation,  expenditures  declined  35  percent. 

TABLE  6.-GENERAL  ASSISTANCE  TO  INDIANS.  EXPENDITURES  AND  RECIPIENTS,  FISCAL 

YEARS  1976-83 

Expenditures  (millions) 
fiscal  year  -   


1976  

1977  

1978  

1979  

1980  

1981  

1982  

1983  

Source.  Congressional  Research  Service  reports  jn  series  on  Cash  and  Non-Cash  Benefits  lot  Persons  with 
Lmited  Income:  Eligibility  Rules,  Recipient  and  Expenditure  Data. 


Current  dollars 

Constant  1983 
dollars 

(thousands) 

49.0 

87.3 

59.0 

52.0 

86.2 

61.5 

50.2 

77.7 

61.5 

51.1 

71.7 

61.5 

53.0 

65.5 

57.8 

52.9 

58.8 

55.6 

56.1 

58.1 

62.5 

56.9 

56.9 

63.9 

FRIC 


' "  Stalemenl  uf  managers  Conference  report  on  H.R.  7356.  House  Report  &7  -978.  December 
17,  1982. 

* '  The  initial  proposed  regulaiion»  issued  January  11,  1984  ^Federal  Register,  p.  1331-2),  pro^ 
vided  a  Hooi  level  of  protecttv^n,  iiameo,  a  maxiaiuai  benefit  ct|ual  to  one-third  of  the  national 
poverty  threshold,  bui  ihib  was  withdrawn  in  a  Januar>  19  revision  iFederal  Register,  p.  2267>. 
The  original  proposal  would  have  provided  «a  Indian  family  of  three  persons  a  guarantee  of 
$221,  one-third  of  the  1983  poverty  threshold  This  compares  with  actual  AFDC  maximum,  as  of 
January  1,  1984,  of  $96  in  Mississippi  and  $202  in  Norm  Carolina.  A  j3IA  official  said  the  ongi^ 
'  propo^i  was  disapproved  by  the  Office  of  Management  and  Budget  vOMB>  and  had  been 
^     »hshod  in  error. 
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CASH  ASSISTANCE  TO  REFUGEES  AND  CUBAN/ HAITIAN  ENTRANTS 

Recipients.  170,000  (Sept.  1983).  Number  of  children  not  readily  available. 
Benefits:  $241.4  million  (FY  1983). 

The  Federal  refugee  assistance  program  reimburses  States  100 
percent  for  the  non  Federal  share  of  AFDC  payments  made  to  refu- 
gees and  entrants,  and  for  any  State  supplementary  payments  to 
them  under  SSI.  It  also  provides  "refugee  cash  assistance  '  to  needy 
refugees  and  entrants  who  are  categorically  ineligible  for  AFDC  or 
SSL 

Eligibility 

In  order  to  qualify  for  refugee  assistance  a  person  must  (a)  have 
been  admitted  to  the  United  States  as  a  refugee  under  provisions  of 
the  Immigration  and  Nationality  Act,  or  (b)  be  a  Cuban  or  Haitian 
paroled  into  the  United  States  between  April  20  and  October  10, 
1980,  and  designated  "Cuban  or  Haitian  entrant,"  or  (c)  be  a  Cuban 
or  Haitian  national  who  arrived  in  the  United  States  after  October 
10,  1980,  who  has  a  pending  application  for  asylum  or  is  subject  to 
exclusion  or  deportation,  and  against  whom  a  final  order  of  depor- 
tation has  not  been  issued. 

If  a  needy  refugee  or  Cuban  or  Haitian  entrant  is  aged,  blind,  or 
disabled,  he  or  she  is  eligible  for  SSI  payments  on  the  same  basis 
as  citizens  or  permanent  resident  aliens.  Refugees  or  entrants  who 
meet  the  income  and  assets  tests  prescribed  by  their  State  for 
AFDC,  as  well  as  the  categorical  requirements  of  the  State  s  AFDC 
program,  are  eligible  for  AFDC  benefits.  Those  who  meet  the 
State's  income  and  assets  tests  but  who  are  not  categorically  eligi- 
ble for  AFDC  or  SSI  qualify  for  "refugee  cash  assistance."  (For  ex- 
ample, a  single  refugee  or  childless  or  employed  couple  could  re- 
ceive refugee  cash  assistance  if  considered  needy  by  State  AFDC 
standards.) 

Effective  April  1,  1981,  only  refugees  or  entrants  in  the  United 
States  three  years  or  less  qualify  for  cash  assistance  reimburse- 
ments. Effective  April  1,  1982,  the  special  refusee  capli  assistance 


"  Thib  prugiam  descnptiun  drawn  frum  U.S  Library  of  Congress.  Concessional  Research 
Serv  ite  Ca&h  and  Nun  -Caah  Bencftte  Fut  Persons  With  Limited  Income,  Ehgibilitv  Rules,  Recip- 
ient and  Expenditure  Data,  FY  1981  83  [by]  Vec  Burke.  June  18,  1984.  Report  No.  84-99  EPW. 

71-72. 
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made  available  to  those  refugees  or  entrants  who  are  categorically 
ineligible  for  AFDC  or  SSI  ends  18  months  after  the  individuals 
entry  into  the  United  States.  For  the  next  18  months,  States  may 
be  reimbursed  100  percent  by  the  refugee  program  for  any  cash  aid 
made  available  to  these  refugees  and  entrants  through  a  State  or 
local  general  assistance  program. 

Benefit  levels 

Benefit  levels  for  refugees  and  entrants  who  qualify  for  AFDC  or 
SSI  are  the  levels  established  for  these  programs.  "Refugee  cash  as- 
sistance" payments  are  based  on  the  State  s  AFDC  payment  to  a 
family  unit  of  the  same  size. 

Trends 

Expenditures  and  recipient  numbers  under  this  program  peaked 
in  1981  as  table  7  shows.  Between  1981  and  1983  the  number  of  re- 
cipients fell  by  more  than  50  percent. 

TABLE  7.-CASH  ASSISTANCE  TO  REFUGEES  AND  CUBAN/HAITIAN  ENTRANTS 


Expendiiures  (millions) 
  Recipients 

Current  dollars  ^^"SiJ^^^ 


1979  2   71.6  100.4  88 

1980  2   198.3  244.9  184 

1981   377.5  419.7  360 

1982   326.4  337.9  252 

1983   245.8  245.8  170 


*  Estimate. 

2  Data  refer  to  a  predecessor  refugee  program. 

Source.  CRS  report  in  Series  on  Cash  and  Non-Cash  Benefits  for  Persons  of  Limited  Income. 


III.  Energy  Aid 

LOW-INCOME  HOME  ENERGY  ASSISTANCE 

Retipienti>  iheaUng  aid  onlyk  6.5  million  households  iFY84;.  From  2.2  to  3.2  million 
estimated  to  include  children.*^ 

Total  benefits:  $1.9  billion  (FY84). 

The  100  percent  federall}/  funded  Low  Jncome  Home  Energy  As- 
sistance Program  iLIHEAP)  helps  low  income  households  cope  with 
the  cost  of  residential  energy.  The  program  evolved  from  a  series  of 
crisis-oriented  programs  in  the  late  1970s,  that  cost  about  $200  mil- 
lion a  year,  and  now  offers  general  assistance  with  residential 
energ>'  costs  at  an  annual  cost  of  about  $2  billion.  States  design 
and  administer  the  program  within  Federal  guidelines.  It  is  fi- 


An  additionai  2  miiiion  houswhulcU  received  cooling,  weathen^ation,  wi  energ>  related  emer 
gency  assiatance.  Since  houi>eholdsk  ma>  receive  more  than  one  t>pc  of  assistance,  an  unduplicat 
ed  total  count  of  households  assisted  is  not  available. 


ERIC 


528 


511 

nanced  by  grants  authorized  in  title  XXVI  of  the  Omnibus  Budget 
Reconciliation  Act  of  1981,  as  amended.  For  fiscal  years  1984  and 
1985,  Congress  appropriated  $2,075  and  $2,100  million,  respectively. 

Under  Federal  Jav  ,  States  may  use  fundi  to  pay  hvuie  heating 
and  cooling  costs,  weatherize  homes,  and  provide  energy-related 
emergency  assistance.  Typically,  States  provide  heating  or  cooling 
cost  assistance  through  direct  cash  payments  to  households,  energy 
vouchers,  two-party  checks  (checks  must  be  signed  by  both  the  ben- 
eficiary and  the  energy  supplier),  or  a  combination  of  these  meth- 
ods. States  help  weatherize  homes  by  buying  materials,  paying  for 
installation,  or  both.  The  forms  of  emergency  assistance  vary  con- 
siderably. 

Expenditures  and  recipient  data  for  the  FY  1984  program  are  as 
follows: 


Types  of  assistance 

Expenditures 
(millions) 

Recipient 
ftousehoids 
(thousands) 

Heating  

Cooling  

Weatherization  

Energy-related  emergency  assistance  

  $1,400 

  33 

  202 

  232 

6,500 
500 
367 

1,100 

Source  Department  of  Health  and  Human  Resouicei).  Office  of  Family  A;>sistarice,  Office  of  Eneigy  Assistance, 
July,  1984  Survey  of  State  energy  assistance  offices. 


Relationship  to  poverty  status 

LIHEAP^s  relationship  to  the  poverty  status  of  families  is  un- 
clear. Congress  designed  LIHjEAP  to  help  low-income  households 
maintain  a  standard  of  living  in  the  face  of  escalating  energy  costs, 
rather  than  to  help  raise  their  standard  of  living.  Reducing  poverty 
was  not  an  explicit  goal  of  the  program.  The  Census  Bureau  does 
not  count  energy  assistance  payments  as  part  of  family  money 
income,  so  LIHEAP  has  no  effect  on  the  official  count  of  poverty. 
Energy  assistance  payments  have  not  been  counted  in  any  of  the 
alternate  measures  of  poverty  published  by  the  Bureau.  Also,  Fed- 
eral law  permits  assistance  to  households  with  incomes  significant- 
ly above  the  poverty  threshold. 

On  the  other  hand,  the  program  does  increase  the  total  economic 
resources  available  to  a  household.  The  Government  reco^jnizes 
home  energy  as  essential  to  the  basic  needs  of  individuals,  and 
helps  enable  some  households  with  limited  resources  obtain  this 
basic  necessity.  In  this  sense,  LIHEAP  is  akin  to  such  programs  as 
food  stamps  and  subsidized  housing.  These  and  other  in-kind  bene* 
fits  increase  the  economic  well  being  of  beneficiaries,  releasing 
some  money  income  for  other  needs. 

LIHEAP  is  not  aimed  specifically  at  poor  children.  First,  the 
presence  of  children  in  a  household  is  not  an  eligibility  require* 
ment.  Second,  the  law  permits  aid  to  a  household  with  income 
above  the  poverty  threshold.  Third,  the  only  population  groups  sin- 
gled out  in  Federal  law  for  special  consideration  are  the  elderly 


512 


and  the  handicapped.'*  However,  since  children  make  up  a  large 
percentage  of  the  poor,  (almost  40  percent  in  1983),  families  with 
children  in  poverty  are  major  beneficiaries  of  LIHEAP.**  The 
March  1984  Current  Population  Survey  estimates  that  almost  50 
percent  of  the  families  and  individuals  reporting  receipt  of  energy 
assistance  were  families  with  children.  Of  these  families,  almost  75 
percent  had  income  below  the  poverty  line.^®  (Estimates  of  LI- 
HEAP's  potential  impact  on  the  incidence  of  poverty  among  fami- 
lies with  children  are  presented  later.) 

Eligibility 

Federal  law  sets  maximum  income  and  categorical  eligibility 
standards  for  energ>'  assistance.  States  may  use  more  restrictive 
standards.  Eligibility  is  determined  on  a  household  basis.  The  stat* 
ute  defines  a  household  as  a  group  of  individuals  living  together  as 
an  economic  unit  who  customarily  purchase  residential  energy  as  a 
unit.  A  household  meets  the  Federal  eligibility  standards  (a)  if  one 
or  more  members  of  the  household  receives  APDC,  food  stamps, 
SSI,  or  veterans  pensions  or  Dependency  and  Indemnity  Compensa- 
tion,^'' or  (b)  if  the  household  has  a  total  income  of  less  than  the 
greater  of  150  percent  of  poverty  or  60  percent  of  a  State's  median 
income,  ac^usted  for  family  size.  For  a  4-person  household  in  FY 
1985,  60  percent  of  estimated  median  income  ranged  from  $12,426 
in  Arkansas  to  $21,217  in  Connecticut  and  in  most  States  exceeded 
the  alternative  income  ceiling  of  150  percent  of  poverty. 

Over  time.  Federal  eligibility  standards  for  energy  assistance 
have  been  liberalized  somewhat.  Before  FY  1980,  the  energy  pro- 
grams of  the  Community  Services  Administration  set  the  income 
ceiling  at  125  percent  of  the  poverty  thresholds.  The  interim  pro- 
gram that  operated  in  FY  1980  expanded  eligibility  to  include  some 
cash  welfare  recipients  with  higher  incomes.  The  FY  1981  program 
continued  eligibility  for  cash  welfare  recipients  and  raised  the  max- 
imum income  limit  to  100  percent  of  the  Bureau  of  Labor  Statistics 
lower  living  standard.  Although  the  lower  living  standard  varied 
by  region  and  had  different  increments  from  the  poverty  thresh- 
olds  for  various  family  sizes,  its  national  average  value  for  an 
urban  family  was  equivalent  to  approximately  135  percent  of  the 
poverty  threshold  for  a  4-person  family.  The  FY  1982  program  in- 
creased income  eligibility  to  the  higher  of  either  150  percent  of  pov- 
erty or  60  percent  of  a  State's  median  income  (ac^justed  for  family 
size).  The  FY  1982  rules  are  still  in  place.  The  Congressional  Re- 


"Siaicb  iTiusl  make  assurances  that  ihty  ^ill  pruvide  outreach  activities  to  ensure  that  these 
gioupb  arc  aware?  of  avuilablti  assistance.  In  practice,  many  States  gu  bevund  outreach,  aud  have 
piu^iaiTio  U>  nidke  it  *iuaibi  fui  the  eUcil>  and  handicapped  to  apply  Tor  and  receive  benefits. 

'  In  FY  1981,  households  ^ith  young  children"  were  a  priority  group  under  Federal  regula* 
tions. 

Anal>8ib  of  eneKgj  assistance  based  on  CPS  reDorting  is  riaky.  First,  the  CPS  questions  indi- 
viduals only  about  receipt  of  healing  ossisiance.  Heating  assistance  accounted  for  about  65  per- 
cent of  total  available  funds  in  FY  1983.  Second,  less  than  70  percent  of  the  households  tnat 
received  heating  assistance  in  1983  reported  receiving  such  benefit*  on  the  CPS. 

'  ^  However,  AFDC  foster  care  children  are  not  categorically  eligible,  nor  are  SSI  rccipientA  in 
int^ttiutions  receiving  Medicaid,  ot  vvho  live  in  shared  housing  resulting  in  reduced  benefitfl,  or 
who  are  children  living  at  home.  Veteran  s  pension  recipient*  include  needy  survivors  and  de- 
pendents of  veterans  wlio  were  disabled  by  a  cause  other  than  military  service.  Eligible  for  De- 
pendency  and  Indemnilv  Compensation  aru  parent*  of  a  veteran  who  died  from  a  service^on- 
nected  cause,  provided  their  income  is  below  specified  limits. 
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search  Service  estimates  that  22  million  households  inet  Federal 
eligibility  guidelines  for  energy  assistance  benefits  in  FY  1983. 

Program  goals  and  target  groups 

Two  basic  assumptions  underlie  LIHEAP— that  residential 
energy,  especially  for  heat,  is  essential  to  individual  well-being  and, 
that  due  to  the  energy  price  shocks  of  the  1970s,  the  cost  of  basic 
needs  is  excessive  for  those  with  low  incomes.  LIHEAP  provides 
partial  payment  of  utility  bills,  encourages  lower  overall  energy 
bills  through  weatherization,  and  assists  those  with  energy-related 
emergencies,  such  as  the  breakdown  of  a  furnace. 

Congress  designed  LIHEAP  primarily  to  help  low-income  house- 
holds "tread  water"  against  a  rising  tide  of  energy  prices,  rather 
than  to  help  lift  them  out  of  poverty.  Since  the  program  does  in- 
crease recipient's  economic  resources,  however,  some  anti-poverty 
effect  should  be  expected  (see  below). 

The  design  of  LIHEAP  recognizes  the  special  vulnerability  of  the 
elderly  and  the  handicapped  to  extremes  of  heat  and  cold.  The  law 
governing  the  FY  1981  program  required  States  to  give  priority 
treatment  to  these  groups,  as  well  as  to  "households  with  young 
children."  As  a  result,  DHHS  approval  of  outreach  activities  and 
benefit  levels  was  required  for  these  groups.  The  legal  requirement 
for  priority  treatment  was  relaxed  beginning  in  FY  1982,  but  the 
elderly  and  the  handicapped  continue  to  have  a  special  status  in 
the  program,  although  the  method  for  outreach  now  is  lef  to  the 
States  and  no  priority  in  benefit  levels  is  required. 

Priority  treatment  of  young  children  was  discontinued  after 
1981.  However,  children  make  up  a  significant  portion  of  the  poor; 
and  because  enrollment  in  AFDC  makes  a  household  potentially  el- 
igible for  benefits,  households  with  children  are  a  major  group  of 
LIHEAP  beneficiaries. 

Trends  in  participation 

Reliable  information  on  trends  in  the  participation  of  families 
with  children  in  LIHEAP  does  not  exist.  Two  sources  of  data,  the 
Department  of  Health  and  Human  Services*  report  to  Congress  on 
LIHEAP  for  FY  1981  and  the  March  1984  Current  Population 
Survey,  give  a  partial  picture  of  the  extent  to  which  LIHEAP 
reaches  families  with  children. 

In  FY  1981,  households  either  applied  for  LIHEAP  benefits  or,  in 
son^e  States,  received  benefits  automatically,  based  on  enrollment 
in  other  welfare  programs  (such  as  AFDC,  food  stamps  or  SSI). 
Table  8  shows  the  percent  of  applicant  households  receiving 
LIHEAP  by  priority  group.  Note  that,  nationally,  32.9  percent  of 
the  applicant  households  had  at  least  one  young  child.^^  Two 
States,  Connecticut  and  Pennsylvania,  reported  that  more  than  50 
percent  of  applicant  households  had  a  young  child.  Table  9  shows 
the  percent  of  households  receiving  automatic  LIHEAP  payments 
on  the  basis  of  their  participation  in  other  programs  in  the  11 
States  that  used  this  option.  More  than  40  percent  of  automatic 
payment  households  also  received  AFDC,  and  therefore,  included 


»•  The  definition  of  a  "young  child"  varied  from  State  to  State. 
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children.  In  three  States,  Michigan,  New  Jersey,  and  New  York, 
AFDC  families  accounted  for  more  than  60  percent  of  automatic 

Eavment  households.  It  is  not  known  what  percentage  of  house- 
olds  receiving  automatic  payments  based  on  participation  in  pro- 
grams  other  than  AFDC  had  children.  A  second  source  of  LIHEAP 
data,  the  March  1984  CPS,  shows  that  of  the  families  that  reported 
receipt  of  LIHEAP  heating  assistance  in  FY  1984,  48  percent  had 
children.  Of  these  families,  74  percent  had  incomes  below  the  pov- 
erty threshold.  Although  these  data  are  neither  comprehensive  nor 
completely/  reliable,  they  indicate  that  poor  families  with  children 
are  a  significant  portion  of  the  LIHEAP  caseload. 

TABLE  8. "PERCENT  OF  APPLICANT  HOUSEHOLDS  RECEIVING  HEATING  ASSISTANCE  BY 
SPECIFIC  TARGET  GROUP  CHARACTfRlSTlCS  BY  STATE,  FISCAL  YEAR  1981 


Percent  > 


lOldl 

Handi- 

Migrant 

Young 

Elderly 

capped 

workers 

children 

(  1 

r) 

i 

^  I 

Percent  

on  n 

16.1 

U.o 

00  n 

32.3 

110  COO 

CO  A 

1  0  T 
16.1 

.1 

01  t 

^1.1 

Alaska  

8.279 

22.8 

14.3 

32.1 

Arizona  

33,431 

23.8 

18.5 

3.3 

36.9 

17,834 

40.9 

11.1 

.3 

27.1 

California  

358,128 

C) 

(*) 

(') 

{*) 

11  c 
00.3 

OC  Q 

Connecticut  

56,447 

23.9 

13.0 

.6 

50.2 

Delaware  

13,355 

30.5 

7.5 

.7 

District  of  Columbia  

18,415 

32.3 

10.0 

.1 

40.1 

Florida  

97,339 

39.0 

20.7 

1.9 

26.1 

Georgia  

139,077 

49.9 

19.2 

.2 

22.6 

Hawaii  

1,794 

24.3 

8.3 

(*) 

49.0 

Idaho  

24,196 

28.6 

12.4 

1.2 

32.8 

Illinois  

157,824 

42.3 

19.0 

.2 

27.0 

Indiana  ^  

119,895 

44.7 

20.8 

(«) 

{*) 

Iowa  

69,933 

45.2 

11.9 

(*) 

35.8 

Kansas  

47,022 

38.2 

22.9 

.4 

36.5 

Kentucky  

92,183 

38.5 

12.4 

.1 

24.4 

Louisiana  

8,000 

14.9 

8.7 

(«) 

7.4 

52,610 

40.0 

14.5 

.1 

23.4 

Maryland  

64,118 

31.1 

5.6 

41.7 

Massachusetts  

137,424 

31.7 

14.8 

(^) 

Michigan  

349,827 

39.4 

2.8 

17.7 

Minnesota  

111,141 

40.0 

12.8 

.1 

29.5 

Mississippi  

64,327 

55.4 

13.8 

.8 

38.3 

123,658 

56.7 

34.3 

(*) 

20.1 
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TABLE  8. -PERCENT  OF  APPLICANT  HOUSEHOLDS  RECEIVING  HEATING  ASSISTANCE  BY 
bPECIFIC  TARGET  GROUP  CHARACTERISTICS  BY  STATE,  FISCAL  YEAR  1981-Continued 


Percent  > 


State  Total 


fM,,k,       Handi-      Migrant  Younj 
capped      workers  children 


Montana  3   16,887  38.8  24.2  .3  37.6 

Nebraska   28,096  38.2  13.6  .1  39.7 

Nevada   9,896  57.7  20.5  («)  30.5 

New  Hampshire   26,936  46.8  19.5  .4  39.1 

New  Jersey  8   54,517  023.4  (lo)  («)  (4) 

New  Mexico   33,077  35.8  36.5  .2  (*) 

New  York   452,679  39.5  24.7  («)  41.6 

North  Carolina   214,501  (*)  (*)  (*)  (*) 

North  Dakota   11,401  36.6  15.6  .1  29.0 

Ohio  3   279,657  31.7  16.8         .4  (*) 

Oklahoma   72,260  46.0  11.6  («)  35.7 

Oregon  8   38,870  41.5  14.6  1.2  22.4 

Pennsylvania   324,878  36.9  7.0  (°)  50.4 

Rhode  Island   29,149  30.2  15.6        .4  28.1 

South  Carolina   36,875  56.1  9.4  (»)  34.5 

South  Dakota   12,999  51.4  24.3  .3  27.8 

Tennessee   75,975  47.0  21.9  .2  26.0 

Te.xas   11,197  44.6  15.2  (*)  48.2 

Utah   23,304  29.7  25.3  .4  38.7 

Vermont   20,800  26.2  .3       («)  33.1 

Virginia   104,158  36.2  22.4        .1  49.9 

Washington   98,826  24.5  16.2       1.1  31.0 

West  Virginia   75,996  28.7  8.7    33.0 

Wisconsin   109,825  28.0  15.7       («)  35.2 

Wyoming »   6,792  37.8  10.0    41.5 

'  The  percentage  distributions  of  the  U.S.  total  and  (or  selected  States  were  computed  on  a  tiase  that  was 
less  then  the  total  number  of  applicant  households  assisted.  Data  were  not  available  on  the  total  numbei  of 
households  assisted  or  for  household  participation  in  specific  programs  in  some  States. 

'  The  totals  for  these  columns  do  not  represent  national  tolals.  Not  all  States  reported  these  characteristics 
for  applicant  households  assisted.  The  national  percentages  ;eflcctmg  participation  m  othei  asiistanui  piograms 
were  computed  based  on  only  those  States  reporting  Jthei  program  participation  Thu  totals  foi  the  leporting 
States  were  as  follows.  AFDCf  1.025,085,  food  stamps- 1,675,744,  SSI-852,090.  VA-146.672,  and  GA- 
210.156. 

'Includes  eligible  tenant  household  data.  Alabama -4,285,  Indiana— 117,  Montana— 575,  and  Ohio— 
31.454. 

*  State  did  not  have  a  general  assistance  program. 

'Reflects  only  those  AFDC  and  SSI  housenolds  that  received  an  automatic  payment  and  also  had  an 
application  approved  for  a  supplemental  benefit. 
"  Data  not  available. 

'Includes  households  that  received  genaal  assistance  and/ or  assistance  from  othei  public  and  private 
sources. 

*  Base  excludes  2,603  households,  data  not  available. 
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•  Excludes  househoI(is  that  received  an  automatic  payment  and  also  had  an  application  approved  for  a 
supy^menlal  benefit  due  to  especially  low  income  or  high  energy  costs.  New  Jersey— 16,000  and  Oregon— 

'®  Data  based  on  a  10  percent  random  sample  ol  households  assisted,  selected  by  the  State  arnJ  compiled  t» 
the  Office  of  Reserach  and  Statistics. 

Source.  Low  Income  Energy  Assistance  Program.  Report  to  Congiess  lor  fiscal  year  1981,  Department  of 
Health  and  Human  Services.  Social  Security  Administration.  Office  of  Family  Assistance,  Office  of  Energy 
Assistance;  Aug.  31,  1982. 

TABLE  9.-LIHEAP.  PERCENT  OF  HOUf^HOLDS  RECEIVING  AUTOMATIC  PAYMENTS  FOR 
HEATING  ASSISTANCE  CLASSIFIED  BY  PARTICIPATION  IN  PROGRAMS  PROVIDING  CATE- 
GORICAL ELIGIBILITY,  BY  STATE,  FISCAL  YEAR  1981  ^ 


f^rcent 


State '  Total 


a™       stSps       SSI  Others 


TotaM   2,737,451  1,129,180   597,910   844,624  165,737 

Percent   100.0       41.2      21.8      30.9  6.1 

Arkansas   82,530        5.0      66.4  28.6  

California   759J36       43.1    56.9   

Hawaii   19,810       51.8    33.9  14.3 

Illinois   320,061        51.4       26.7       7.9  14.0 

Louisiana   122,523        2.1      87.6  10.3   

Michigan   292,772       63.3    36.7 

New  Jersey   132,053       69.6    30.4   

NewYorl<   428,851        63.5    34.7  1.8 

Oregon   65,229    lOO.O  

Texas   467,581        15.1      61.0  23.9   

Wisconsin   46,905    93.9  6.1 

*  Based  on  undiiplicated  counts  of  households  receiving  automatic  payments  as  reported  by  the  States. 
^Only  11  States  elected  to  provide  automatic  payment  to  categorically  eligible  households  foi  heating 

assistance, 

3  This  catecoiy  consisted  mostly  r '  those  households  receiving  general  assistance. 

*  Includes  33b,586  households  that  received  an  automatic  payment  and  also  had  an  application  approved  for 
a  supplemental  benefit  due  to  especially  low  income  or  high  energy  costs. 

Potential  impact  on  poverty 

The  Census  Bureau  does  not  count  LIHEAP  benefits  as  income 
for  purposes  of  measuring  poverty.  Therefore,  the  $2  billion  spent 
on  energy  assistance  has  no  effect  on  the  official  poverty  rate,  nor 
on  the  poverty  gap.  Estimating  the  potential  impact  on  poverty  is 
difficult.  Ener^  assistance  benefits  come  in  a  number  of^ forms  in- 
cluding cash,  direct  payment  to  fuel  distributors,  weatherization 
materials  and  labor,  and  in  kind  emergency  assistance  such  as  fur- 
nace repair  or  space  heaters.  In  theory,  methods  for  valuing  these 
various  forms  of  benefits  could  be  developed.  However,  data  do  not 
exist  to  tell  wF  at  households  receive  which  noncash  benefits,  and 
so  the  poverty  status  of  beneficiary  households  cannot  be  deter- 
mined. 

Despite  data  and  methods  problems,  LIHEAP*s  potential  impact 
on  poverty  can  be  examined.  In  FY  1984,  States  spent  approximate- 


id 
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ly  $1,397  million  on  heating  assistance.'®  State  heating  assistance 
payments  ranged  that  year  from  about  $100  to  $600  per  household 
and  averaged  $225  nationally.  According  to  the  March  1984  CPS, 
65  percent  of  the  persons  receiving  heating  assistance  had  an 
income  below  the  poverty  line.  Therefore,  if  aid  was  evenly  distrib- 
uted by  income  class.  States  paid  roughly  $908  million  in  heating 
assistance  ($1,397  million  X  .65)  to  poor  persons. 

If  States  used  the  $908  million  only  for  assistance  to  poor  fami- 
lies with  children,  and  made  equal  payments  to  all  families  with 
children  at  the  low  State  average  benefit  level  ($100),  9  million 
poor  families  could  have  been  assisted.  But  only  105,000  poor  fami- 
lies vvith  children  had  a  poverty  gap  so  small,^^  thus,  8.9  million 
families  would  have  remained  poor  even  if  their  $100  energy  bene- 
fits were  counted  as  income.  If  all  States  paid  the  national  average 
benefit  level  ($225),  4  million  families  could  have  been  assisted.  But 
only  177,000  poor  families  with  children  had  a  poverty  gap  of  $225 
or  less.  At  a  payment  level  of  $600  (State  high  average),  1.5  million 
families  could  have  been  assisted.  But  only  412,000  families  with 
children  had  poverty  gaps  of  $6tf0  or  less.  At  maximum  then,  the 
FY  1984  program  could  have  eliminated  about  400,000  poor  fami- 
lies with  children  from  poverty  if  the  program  benefits  were  count- 
ed as  cash  income.  A  more  reasonable  estimate  would  be  closer  to 
the  177,000  families  whose  poverty  gap  was  not  above  the  national 
average  payment  level  of  $225.  This  represents  a  potential  reduc- 
tion in  the  number  of  poor  families  with  children  of  about  2  per- 
cental 

Relationship  to  other  programs 

Little  direct  ^relationship  exists  between  energy  assitance  and 
other  means-tested  Federal  programs.  The  Low-Income  Home 
Energ>  Assistance  Act  of  1981  prohibits  counting  energy  assistance 
benefits  as  Income  for  purposes  of  determining  eligibility  or  benefit 
levels  for  any  other  Federal  program.  Therefore,  no  direct  lini 
esists  between  LIHEAP  benefits  and  other  program  benefits,  such 
as  exists  between  food  stamps  and  AFDC.  Also,  Federal  law  does 
not  require  that  energj'  assistance  benefit  levels  directly  be  related 
to  family  income  and  size,  as  usually  is  the  case  in  cash  assistance 
programs.  In  deternr*ining  benefits.  States  may  consider  severity  of 
climate,  energy  expenditures,  fuel  type,  and  housing  type,  as  well 
as  income  and  other  family  characteristics  like  age. 

Nonetheless,  because  many  recipients  of  energy  assistance  bene« 
fits  also  receive  other  means-tested  assistance,  LIHEAP  can  be  con- 
sidered part  of  the  "safety  net"  available  for  some  needy  house- 
holds. 


*•  In  FY  1984,  75  percent  of  LIHEAP  benefit  expenditures  went  for  heating  AMistance. 
Pgvcrt>  gap  estimates  frum  March  13S4  Current  Population  Survey.  The  povertj^  gap  la  the 
difference  bct<veen  a  famtljr'A  poverty  threshold  and  ;U  total  mone^  ii.«^...e  iincluding  cosh 
transfers). 

^  *  Even  this  estimate  i%  probably  high.  Stat^  make  payment*  to  h  ^useholds,  not  families,  so 
that  portion  of  the  assi&tancc  payment  available  to  <i  family  would  b  somewhat  lets  than  the 
full  payment  dmv/uui,  Als'v,  Stales  make  paymenU  to  families  and  unrtiated  individuals  without 
children.  On  the  other  hand,  thiA  estimate  does  not  count  the  25  percent  of  energy  ossistonoa 
benefits  provided  for  cooling,  weatherization,  or  crisis  assistance. 
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Trends  in  spending 

As  table  10  shows,  LIHEAP  funding  declined  10  percent  from 
1981  to  1982,  then  rose  6  percent  above  the  1981  level.  Adjusted  for 
price  inflation,  outlays,  fell  10  percent  between  1981  and  1984. 

TABLE  10.~FEDERAL  EXPENDITURES  FOR  LOW-INCOME  HOME  ENERGY  ASSISTANCE 
PROGRAM,  FISCAL  YEAR  1981-84 

Expenditures  by  Stales  (millions)  Recipient 
Rscal  year  rftnct?nt  iqw  households 

Current  dollars       dofiJr^^^^     (thousands)  > 

1981   1,783  2,063  7,100 

1982   1,609  1,733  8,200 

1983   1,898  1975  8,700 

1984   1,867  1,867  8,500 

*  Numbers  reflect  some  doub!e  counting  of  households  that  received  multiple  program  benefits. 
IV.  Child  Nutrition  Programs 

The  Federal  Government  provides  both  cash  and  commodity  as- 
sistance programs  aimed  at  improving  child  nutrition.  There  are 
two  general  types  of  sucL  programs,  those  providing  assistance  for 
meal  service  in  institutions,  such  as  schools,  and  those  providing 
supplementary  food  for  consumption  at  home.  Some  of  the  pro- 
grams are  limited  to  the  financiall:^  needy,  including  children, 
while  others  are  for  all  children  but  include  special  incentives  for 
serving  low  income  children.  Although  flie  programs  are  not  de- 
signed to  reduce  poverty  among  children,  they  generally  seek  to  re- 
lieve poverty-related  problems  such  as  nutrition  related  poor 
health  and  educational  performance. 

The  major  Federal  child  nutrition  programs  are  the  school  lunch 
program,  the  school  breakfast  program,  the  summer  food  service 
program,  and  the  special  and  commodity  supplemental  food  pro- 
grams  for  women,  infants  and  children  (WIC  and  CSFP).  The  FYSS 
funding  levels  and  the  number  of  participants  in  these  programs 
are  shown  below: 

[In  miilonsl 

Fiscal  year  1983 


Funding  Partic-pants 


School  lunch                                          ^  $2,325.9  ^  23.0 

School  breakfast   345.4  2  3  5 

Summer  food  service   91.9  ^  L4 

WIC   1184.4  *  2.5 

CSFP   39.8  .14 

>  Cash  only  Does  not  include  commo-Jity  assistance 

*  Inciiides  nonp^or  children  (average  daily) 

*  Peak  month  averdge 

*  Average  monthly. 
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This  section  briefly  discusses  these  Ave  child  nutrition  programs, 
covering  eligibility  criteria  for  participation,  program  goals, 
number  and  characteristics  of  children  served,  inter-relationships, 
and  possible  Impact  on  poor  children.  Another  major  Federal  child 
nutrition  program,  the  child  care  food  program,  is  discussed  in  the 
section  on  day  care  programs. 


The  school  lunch  program  can  be  traced  back  to  the  1930s,  but 
the  program  was  not  permanently  authorized  until  passage  of  the 
National  School  Lunch  Act  in  1946  (P.L.  79-396). 

Under  the  school  lunch  program.  Federal  assistance  is  provided 
to  schools  serving  lunches  that  meet  specifled  nutritional  stand- 
ards. The  Federal  assistance  is  in  the  form  of  cash  and  commodity 
relmbursementjifor  each  meal  served.  The  rate  of  cash  reimburse- 
ment varies  according  to  the  family  income  of  the  participating 
child,  although  all  meals  are  minimally  subsidized  regardless  of 
family  income.  Free  meals  must  be  offered  to  children  whose 
family  income  is  no  greater  than  130  percent  of  the  Federal  pover- 
ty guidelines  and  reduced  price  meals  to  children  whose  family 
income  is  between  139-185  percent  of  the  guidelines.  Additional  re- 
imbursements are  provided  for  each  meal  served  to  these  poor  and 
near-poor  children.  In  addition  to  the  cash  reimbursements,  com- 
modities valued  at  a  specified  amount  are  provided  for  each  school 
lunch  served,  without  regard  to  the  family  income  of  participating 
children. 

As  originally  instituted,  the  school  lunch  program  required  that 
free  or  reduced-price  lunches  be  provided  for  children  unable  to 
pay  the  full  price,  but  did  not  target  special  funds  for  this  purpose. 
The  program  was  changed  by  a  1962  amendment  that  provided  for 
special  assistance  for  free  and  reduced-price  lunches  served  in 
schools  located  in  low-income  areas.  In  1970,  availability  for  this 
special  assistance  was  extended  to  all  schools  and  in  1971,  the  fund- 
ing arrangement  for  the  program  was  changed  from  State  grants 
based  on  enrollment  to  "performance  funding,"  with  specified  re- 
imbursements provided  for  each  lunch  served.  This  later  became 
an  income-tested  program  for  free  and  reduced  price  lunches  based 
on  income  guidelines  set  by  the  Secretary  of  Agriculture.  Income 
eligibility  ceilings  for  free  and  reduced  price  lunches  were  expand- 
ed by  Congress  and  now  stand  at  130  percent  of  the  Federal  pover- 
ty income  guidelines  for  free  lunches  (a  ceiling  equal  to  $13,260  for 
a  4  person  family  in  the  year  ending  June  30,  1985)  and  between 
130  percent  and  185  percent  of  these  guidelines  for  reduced-price 
lunches.  Table  11  shows  the  number  of  paid  and  free  or  reduced 
rate  participants  in  the  school  lunch  program  from  FY  1947-1983. 
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TABLE  11. -NATIONAL  SCHOOL  LUNCH  PROGRAM,  CHILDREN  PARTICIPATING,  SELECTED 

YEARS  1947-83  ' 

(In  millions] 


Paid  lunch      Free  and  reduced 
Fiscal  year  Total         participants     price  participants 

{sec.  4)         {sec.  ll)» 


1947   6.6  NA  NA 

1950   8.6  NA  NA 

1955  ,   12.0  NA  NA 

1960   14.1  NA  NA 

1965   18.7  NA  NA 

1970   22.6  17.0  5.6 

1971   24.1  17.9  6.2 

1972. ™   24.4  16.6  7.8 

1973   24.7  16.1  8.6 

1974   24.6  15.5  9.1 

1975   24.9  14.9  10.0 

1976   25.5  14.7  10.8 

1977   26.3  14.5  11.8 

1978   26.7  14.9  11.8 

1979   27.1  15.4  11.7 

1980   26.6  14.7  11.9 

1981   25.8  13.3  12.5 

1982  :.   22.9  11.5  11.4 

1983   23.2  11.2  12.0 


■  9-month  average  rnonthly  partidpation. 

^  Free  lunch  participants  account  tor  93  percent  of  the  totals  in  this  columi. 

Source.  U.S.  Department  of  Agriculture.  Annual  Statistical  Review.  Food  and  Nutrition  Program,  fiscal  year 
1931;  and  Food  Program  Updates. 

The  federally  guaranteed  reimbursement  rates  created  in  1971 
for  all  categories  of  lunches  under  the  school  lunch  program  have 
also  changed.  Initial  changes  (in  the  period  1972-1974)  increased 
the  amount  of  reimbursement,  and  required  that  the  reimburse- 
ment rate  be  adjusted  for  price  inflation  twice  yearly.  Later 
changes  under  the  reconciliation  acts  of  1980  and  1981  attempted 
to  control  spending  under  the  school  lunch  program  by  limiting  the 
inflation  adjustment  to  once  a  year  and  lowering  federally  mandat- 
ed school  lunch  reimbursement  rates.'^  The  Administration's  re- 
quest for  both  FY83  and  FY84  recommended  additional  changes  to 
further  control  spending  under  the  school  lunch  program.  Howev- 
er, Congress  rejected  these  recommendations. 


«'  For  more  information  on  the  school  lunth  program,  ee«  CRS  Report  fS  5.39  EPW,  School 
Lunch  Program.  Brief  Descnption,  History  and  Data,  by  Jean  Yavb  Jones  14  p. 
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TABLE  12. -FEDERAL  CASH  ASSISTANCE  FOR  THE  NATIONAL  SCHOOL  LUNCH  PROGRAM' 
(Obligations  in  thousands  of  dollars] 

nvalvMf  Basic  (sec.  Constant     »^^L     Constant       Tnt»i  Constant 

nscaiyear  1983  dollars    gfj^    1983  dollars  '"'2'  1983  dollars 

1947   59,853     278,553                              59,853  278,553 

1948   53,948     228,688                              53,948  228,668 

1949   58,752     240,777                              58,752  240,777 

1950   64,521    269,203                             64,521  269,203 

1951   68,156     267,939                              68,156  267,939 

1952   66,294     249,14?                             66,294  249,148 

1953   67,071     248,440                              67,071  248,440 

1954   67,177     246,723                              67,177  246,723 

1955   68,935     254,284                              68,935  254,284 

1956   66,826     245,612                             66,826  245,612 

1957   83,775    299,206                              83,775  299,206 

1958   83,708     289,365                              83,708  289,365 

1959   93,794    319,842                              93,794  319,842 

1960   93,647     314,926                              93,647  314,926 

1961   93,628     310,830                              93,628  310,830 

1962   98,680     324,268                              98,680  324,268 

1963'   108,537     352,485                             108,537  352,485 

1964   120,793    386,771   .-.          120,793  386,771 

1965   130,4ia    412,295                             130,413  412,295 

1966   139,016  430,152       1,866       5,774     140,822  435,740 

1967   147,657  443,183       1,958       5,877     149,615  449,060 

1968   154,732  449,417       4,878      14,168     159,610  463,586 

1969   161,151  446,553      42,021     116,441     203,172  562,995 

1970   167,995  439,494     132,012     345,359    300,007  784,853 

1971   225,667  561,425    306,155     761,667     531,882  1,323,241 

1972   248,418  596,509     491,357  1,179,861     739,775  1,776,370 

1973   324,102  748,052     555,307  1,281,691     879,409  2,029,744 

1974   407,923  864,190    681,540  1,443,852  1,089,463  2,308,042 

1975   466,856  890,609    818,373  1,561,190  1,285,229  2,451,799 

1976   511,300  910,776     998,350  1,778,355  1,509,650  2,689,130 

W   66,856  115,141     125,786     216,631     192,642  331,771 

1977   561,674  930,552  1,105,251  1,831,121  1,666,925  2,761,673 

1978   518,200  956,644  1,205,793  1,865,9^4  1,8^3,993  2,822,568 

1979   684,600  960,246  1,299,100  1,822.167  1,983,700  2,782,413 

1980   773,100  954,756  1,508,500  1,862,954  2,281,600  2,817,710 

1981   708,700  787,965  1,672,400  1,859,450  2,381,100  2,647,303 

1982   420,700  435,474  1,770,400  1,832,571  2,191,100  2,268,045 

1983   446,900  446,900  1,958,600  1,958,600  2,405,500  2,405,500 
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*  Does  not  incliKie  commodities  or  cash  payments  in  lieu  of  comnxxiities. 

2  Includes  Federal  revenues  provided  under  all  of  sec.  4.  This  includes  the  basic  assistance  provjded  for 
lunches  served  free  or  at  reduced  price  which  also  receive  special  assistance  subsidjes  shown  under  cd.  2. 

3  Although  funding  for  the  special  assistance  program  was  authorized  b^mmg  in  fiscal  year  1963,  the 
program  was  not  funded  until  fiscal  year  1966. 

.  *  Transition  quarter— period  from  July  1  through  SepL  30,  1976,  just  prior  to  the  official  change  in  the 
fiscal  year  from  July  1  through  June  30  to  Oct  1  through  S^l  30. 

Source  U.S  Department  of  Agriculture,  Food  aiMl  Nutrition  Service.  Budget  explanatory  notes,  and  food 
program  data. 


INSTITUTIONAL  MJEAL  SERVICE:  SCHOOL  BREAKFAST 

The  school  breakfast  program  provides  Federal  funds  to  assist  in 
providing  breakfasts  to  children  in  schools  and  residential  child 
care  institutions.  The  funding  is  provided  to  States  based  on  a  man- 
dated reimbursement  rate  that  varies  according  to  the  family 
income  of  participating  children  and  is  annually  adjusted,  for  infla* 
tion.  In  addition,  higher  reimbursements  are  av^ablc  for  certain 
schools  that  are  determined  to  be  in  severe  need.  The  programs 
must  operate  on  a  nonprofit  basis  and  the  brealtfasts  must  meet 
nutritional  standards  set  by  the  Secretaiy  of  Agriculture. 

To  receive  free  breakfasts  under  this  program,  children  must 
come  from  famUies  with  incomes  that  do  not  exceed  130  pencent  of 
the  Federal  poverty  income  guideline.  Reduced  price  breakfasts 
must  be  offered  to  children  from  families  with  incomes  between 
130  percent  and  185  percent  of  the  0MB  poverty  level.  Approxi- 
mately 90  percent  of  children  served  by  the  breakfast  program  re- 
ceive free  or  reduced  price  breakfasts.  Table  13  shows  the  annual 
number  of  free,  reduced  price,  and  paid  meals  and  the  funding 
levels  under  the  school  breakfast  program  from  FY  1967-- 1983. 

TABLE  13.-SCH00L  BREAKFAST  PROGRAM^FUNDING  AND  PARTICIPATION  ^ 

Average  daiiy  participation  Program  level 

— ■  —  -   (thousands) 


Total         Free       Reduced      Paid      -  ^"^^^"^ 


Funding  1983 
dollars 


1967                        80,000  2  60,000  20,000  573  1,720 

1968                       200,000  M00,000  100,000  2,000  5,809 

1969                       300,000  2  200,000  100,000  5,540  15,351 

1970                       600,000  M00,000  200,000  10,870  28,437 

1971  ..1,000,000  2  800,000  200,000  20,140  50,105 

1972                     1,100,000  2900,000  200,000  24,422  58,643 

1973                     1,300,000  1,100,000   30,000  170,000  37,002  85,404 

1974                     1,500,000  1,200,000   20,000  280,000  58,521  123,978 

1975                     2,000,000  1,600,000   50,000  350,000  83,000  158,337 

1976                     2,300,000  1,900,000   70,000  330,000  116,500  207,521 

TQ^                      2,100,000  1,700,000   80,000  320,000  16,963  29,167 

1977                     2,600,000  2,100,000  100,000  400,000  144,076  238,698 

1978                     2,800,000  2,200,000  240,000  460,000  184,269  285,150 

1979                     3.200,000  2,500,000  200,000  500,000  216,435  303,580 

1980                     3,566,800  2,756,800  251,600  558,400  246,985  305,020 
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TABLE  13. -SCHOOL  BREAKFAST  PROGRAM- FUNDING  AND  PARTICIPATION  '-Continued 


Rscal  year 

Total 

At/^rnoO/rfaihi  nsrtiriniktinn                           Prnorsm  louol 

— —   — — ™  (thousands) 

Free       Reduced      Paid      p„^i„g  %f 

dollars 

1981 "  

3,810.000 

3,050,000  250,000  510,000  331,700  368.799 

1982*  

3,320,000 

2,800.000  160,000  360.000  320,400  331,652 

1983*  

3,380.000 

2,890,000  150,000  338.000  350.600  350,600 

'  Fiom.  U.S.  Department  of  Agriculture,  Food  and  Nutrition  Service  budget  documents  and  appropriations 
hearings  for  various  years,  unless  otherwise  noted. 
2  Participation  not  separated  for  these  years. 

transition  quarter -period  from  July  1,  1976  through  Sept.  30,  1976  just  prior  to  the  official  change  m 
the  fiscal  year  from  July  1  through  June  30  to  Oct.  1  through  Sept.  30. 
*  Numbers  from  the  U.S.  Department  of  Agriculture.  Food  and  Nutrition  Service.  Food  Program  Updates. 


INSTITUTIONAL  MEAL  SERVICE:  SUMMER  FOOD  SERVICE 

The  summer  food  program  provides  Federal  funding  for  meals 
served  during  the  summer  months  to  children  in  programs  operat- 
ed b>  schools  or  municipal  or  other  government  agencies  in  areas 
where  at  least  one-half  of  the  children  are  eligible  to  receive  free  or 
reduced  price  school  lunches.  Under  this  program,  meals  and 
snacks  may  be  served  free  to  all  children  participating  in  regular 
summer  programs  and  tx)  children  in  camps  whose  family  incomes 
are  at  or  below  185  percent  of  the  0MB  poverty  level.  The  Federal 
reimbursement  rates  are  set  by  law  and  adjusted  for  inflation  an 
nually.  Table  14  shows  the  expenditures,  number  of  children  par- 
ticipating,  and  meals  served  under  the  summer  food  service  pro- 
gram from  FY  1969-1983. 

TABLL  14. -SUMMER  FOOD  SERVICE  PROGRAM -FUNDING  AND  PARTICIPATION,  FISCAL 

YEARS  1969-83 


n^^iivMri  Expenditures     ^"Srl^^^     participaHng      Meals  served 

Rscal  year  (thousands)  ^     MuSrt.x      (peak  month)  (millions) 


1969   309  856  98.6  2.1 

1970   1,753  4,586  226.9  8.2 

•  1971   8,112  20,181  569.0  29.0 

1972   21,817  52,388  1,080.0  73.5 

1973   26,547  61,273  1,437.0  65.4 

1974   33,532  71,038  1,402.8  63.6 

1975   50,230  95,823  1,784.7  84.3 

1976   73,379  130,710  2,453.8  104.8 

TQ^   144,623  249,072  3,455.0  197.9 

1977   129,649  214,786  2,791.0  170.4 
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TABLE  14.  SUMMER  FOOD  SERVICE  PROGRAM -FUNDING  AND  PARTICIPATION,  FISCAL 
YEARS  1969-83-Continued 

nsMlvMr"  Expenditures     "^"Slrl^^^     partidlpaHng      Meals  seived 

fi^^'y"'  (thousands)*     (£n^)      (.(leaii  mqnthji  (millions) 


(thousands) 


3 


1978   100,266  155,158  2,333.7  120.3 

1979   112,509  157,810  2,126.0  121.8 

1980   113,194  139,791  1,922.0  108.2 

1981   105,426  117,218  1,926.0  90.3 

1982   87,426  90,496  1,418.0  69.8 

1983   94,500        94,500       1,300.0  70.8 

'The  summei  program  operates  only  m  the  summer  months -part  of  Hay  through  part  of  Septemtwr.  for 

K  t^hla  firf^l  inarc  10CQ  IP.  h*aifi  liitu  ^  nf  IKa  nrorcHino  nlanHir  uo^r  ^nW  mnn  nn  Inn*  "id  nf  fha  fi$Q3| 

the 


^Excludes  commodities. 
^  Peak  participation  month  is  July. 

« Transition  quarter  -  period  from  July  I  through  Sept.  30,  1976,  just  pnor  to  official  change  in  fiscal  year 
from  July  1,  through  June  30  to  Oct.  1  through  Sept  30. 

Source:  U.S.  [Apartment  of  Agriculture,  Food  and  Nutrition  Service. 


SUPPLEMENTARY  FOOD  FOR  AT  HOME  CONSUMPTION.  SPECIAL  SUPPLE- 
MENTAL FOOD  PROGRAM  FOR  WOMEN,  INFANTS  AND  CHILDREN  (WIC) 

The  WIC  program,  which  began  in  1972,  provides  Federal  grants- 
in  aid  to  State  health  tr  comparable  agencies,  which  then  distrib- 
ute the  funds  to  participating  agencies.  Beneficiaries  of  the  pro- 
gram are  low  income  pregnant  and  post  partum  women  and  infants 
and  children  who  exhibit  evidence  of  nutritional  risk.  They  receive 
supplemental  food,  specified  by  USDA  regulations,  either  as  actual 
food  items  or  vouchers  valid  for  purchase  of  specific  food  items  in 
retail  outlets.  The  food  is  tailored  to  the  nutritional  needs  of  par- 
ticipants. 

The  income  eligibility  level  for  participation  is  generally  deter- 
mined by  Sie.te  and  local  agencies  but  mav  not  exceed  the  income 
eligibility  le\el  set  for  reduced  price  school  lunches  (185  percent  of 
the  Federal  poverty  income  guidelines)  and  may  not  be  less  than 
100  percent  of  the  poverty  guidelines.  Up  to  20  percent  of  the  Fed- 
eral WIC  fundb  are  made  available  for  administrative  costs,  includ- 
ing certifying  nutritional  eligibility,  food  delivery,  warehousing, 
monitoring,  nutritional  education,  and  clinic  operations.  The  na- 
tional average  monthly  food  benefit  for  a  WIC  recipient  during 
FY83  was  approximately  $30.00,  and  the  national  average  adminis- 
trative cost  per  recipient  during  FY  1983  was  approximately  $7.30. 
As  of  December  1,  1984,  the  program  was  authorized  through  FY 
1984  under  the  Child  Nutrition  Act  of  1966.^3 


An  annualized  t^um  <*(  Si  •>  biiiiun  wa^  appropriate^  for  the  program  ab  part  of  the  fiscal 
>ear  lil^o  agrKuliurai  appropitatiun»  biU  tn^.Udt^i  in  lh<^  Continuing  Apprupnations  Resolution 
4pubii(.  Law  9H-4T.>*  The  CNA  itself,  howevei,  was  not  revi5*<ed  to  authorize  WIC  beyond  fiscal 
year  1984 
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Table  15  shows  the  number  of  women,  infants  and  children  par- 
ticipating in  the  WIC  program  from  FY  1974  through  July  1984. 
Table  16  shows  the  costs  of  the  WIC  program  from  FY  1974-Febru- 
ary  1984.  In  1981-84  the  Reagan  Administration  proposed  changes 
that  would  have  reduced  funds  available  under  the  WIC  program. 
These  were  not  approved  by  Congress. 

TABLE  15.-WIC  PROGRAM  PARTICIPATION,  FISCAL  YEARS  1974-84 


Average  monthly  participation  >  (tliousands) 

Fiscal  year  — — _  _ — ■  -■    

Women       Infants      Children  Total 


1974   17  26  44  88 

1975   55  103  186  344 

1976   81  148  291  520  • 

1977   165  213  471  848 

1978   240  308  633  1,181 

1979   312  389  728  1,483 

1980   411  506  993  1,910 

1981   445  585  1,088  2,118 

1982   477  623  1,088  2,189 

1983   542  730  1,265  2,537 

1984  (July)  2   657  830  1,580  3,067 


'  Average  monthly  participation.  Different  from  year-end  which  is  usually  higher. 
2  Participation  data  for  July  1984  only.  Annual  average  monthly  data  not  yet  available. 

Source  U.S  Department  of  Agriculture,  Food  and  Nutrition  Service. 

TABLE  16.-WIC  PROGRAM  COSTS,  FISC4*  YEARS  1974-84 


Cost'  (in  millions  of  dollars) 

Average 

fooa 

Constant 

Fiscal  year 

Constant 

Adminis- 
tration 

Constant 

Constant 

lienefit 

1984 

Food 

1984 

1984 

Total 

1984 

per 

dollars 

dollars 

dollars 

dollars 

person 

1974 

8.2 

18 

2.2 

5 

10.4 

23 

$15.68 

.  $35 

1975 

76.7 

152 

12.6 

25 

89.3 

177 

18.50 

37 

1976 

122.3 

227 

20.3 

38 

142.6 

264 

19.60 

36 

1977 

211.7 

365 

44.2 

76 

255.9 

441 

20.80 

36 

1978 

311.5 

502 

68.1 

110 

379.6 

611 

21.99 

35 

1979 

428.6 

626 

96.8 

141 

525.4 

767 

24.09 

35 

1980 

584.1 

751 

123.8 

159 

707.9 

910 

25.48 

33 

1981 

708.0 

819 

180.0 

208 

888.0 

1,028 

27.86 

32 

1982 

756.3 

815 

191.9 

207 

948.2 

1,022 

28.79 

30 

1983 

901.8 

939 

231.4 

241 

1,133.2 

1,180 

29.62 

31 

1984  2 

N/A 

N/A 

1,357.0 

1,357 

N/A 

'  Excludes  all  previr^  yeai  unspent  fund^  and  progiam  evaluation  iund:>  of  appioximateiy  $3  million  for  each 
fiscal  year  since  197;*. 

2  Full  FY  appropriation  level  of  $136  biHion  Breakdown  of  food  and  administtation  cost3  not  available. 

Note.  Columns  may  not  total  due  to  rounding 

Source:  U.S.  Department  of  Agriculture.  Food  and  Nutrition  Service 
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SUPPLEMENTARY  FOOD  FOR  AT-HOME  CONSUMPTION.  COMMODITY 
SUPPLEMENTAL  FOOD  PROGRAM  (CSFP) 

Since  1969,  this  program  has  provided  free,  Government-pur- 
chased commodities  to  low-income,  nutritionally  at-risk  pregnant 
women,  new  mothers,  and  children  under  age  6.  The  program  was 
begun  by  USDA  under  its  discretionary  authority  to  distribute  sur- 
plus commodities  to  low  income  persons  and  was  funded  by  annual 
appropriations.  Later  it  was  specifically  authorized  under  the  Food 
and  Agriculture  Act  of  1977.  In  FY  1983,  it  operated  in  25  project 
areas,  fewer  than  one-tenth  of  the  number  of  areas  (260)  with 
projects  before  WIC  was  begun  in  1972.  Until  1978,  the  Department 
of  Agriculture  interpreted  the  law  to  prohibit  the  operation  of  the 
WIC  and  CSFP  programs  in  the  same  geographic  areas.  In  1978, 
Congress  authorized  the  simultaneous  operation  of  WIC  and  CSFP 
in  the  same  areas  (P.L.  95-627),  but  required  the  Secretary  of  Agri- 
culture to  issue  refe^ulations  to  prevent  recipients  from  receiving 
benefits  from  both  programs  at  once.  As  shown  in  table  17,  the  av- 
erage number  of  monthly  participants  in  CSFP  in  FY  1983  was  just 
over  138,000,  and  the  Federal  cost  was  approximately  $33.4  million. 

TABLE  a;,  average  MONTHLY  PARTICIPATION  AND  COST,  COMMODITY  SUPPLEMENTAL 
FOOD  PROGRAM,  FISCAL  YFj\RS  1969-83 


Constant  1983  Averace 
Fiscal  year  Cost  (millions)       dollars  monthly 

(millions)  partidpation 


1969   $1.0  $3.0  40,000 

1970   7.8  20.0  147,000 

1971...   12.8  32.0  202,000 

1972   12.9  31.0  192,000 

1973   13.3  31.0  164,000 

1974   15.1  32.0  146,000 

1975   17.3  33.0  132,000 

1976   17.2  31.0  132,000 

TQ   4.0  7.0  111,000 

1977   14.6  24.0  114,000 

1978   16.0  25.0  95,000 

1979   17.4  24.0  97,000 

1980   21.2  26.0  102,000 

1981   23.7  26.0  115.000 

1982   26.:  27.0  126,000 

1983   33.4  33.4  138,000 


Source  Food  and  Nutrition  Service,  U  S  Department  of  Agriculture, 

CHILD  NUTRITION  PROGRAMS  AND  CHILDREN  S  POVERTY  STATUS 

In  genei  al,  child  nutrition  programs  were  not  designed  to  elimi- 
nate poverty  but  to  improve  the  nutritional  status  of  participants. 
Over  the  years,  these  programs  have  evolved  so  that  special  em- 
phasis now  is  given  to  providing  food  to  low  income  children.  Data 
are  not  avilable  on  the  economic  status  of  children  participating  in 
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child  nutrition  programs,  although  we  know  that  a  certain  number 
of  children  are  eligible  for  income-tested  portions  of  the  programs 
and  thus  come  from  families  with  incomes  below  a  specified  level 
The  minimum  income  ceilings  used  for  determining  eligibility  in 
most  child  nutrition  programs  is  30  percent  above  the  Federal  pov- 
erty income  guidelines  (during  the  1984-85  school  year,  this 
amounted  to  $10,998  for  a  three-person  family,  $13,260  for  four). 

It  seems  likely  that  actual  school  lunch  participation  by  low- 
income  children,  as  in  other  programs  offering  discretionary  serv- 
ices, would  depend  upon  the  accessibility  of  services,  as  well  as  the 
children's  propensity  to  participate.  The  school  lunch  program  ap- 
pears to  be  widely  available  (over  90  percent  of  all  school  children 
have  a  NSLP  in  their  school)  and  there  is  some  evidence  that 
actual  participation  in  the  program  is  greater  among  low-income 
children  than  among  higher-income  children.  Furthermore,  the  sig- 
nificantly  higher  reimbursements  for  free  and  reduced-price  meals 
make  it  more  likely  that  schools  with  large  percentages  of  low- 
income  children  will  offer  the  program.^*  In  contrast,  although  the^ 
school  breakfast  program  serves  largely  low-income  children,  it  ap- 
pears that— unlike  the  school  lunch  program— is  is  not  available  to 
such  a  high  percentage  of  all  students  (see  tables  11  and  13).  Final- 
ly, there  are  not  current  data  on  the  income  characteristics  of  WIC 
participants,  although  we  know  tbat  the  income  limit  cannot  be 
above  185  percent  of  the  Federal  poverty  income  guideline  nor 
below  100  percent  of  the  guideline.  Within  this  outer  limit,  actual 
income  eligibility  criteria  for  WIC  vary  by  State.  Furthermore,  re- 
cipients also  must  meet  a  test  of  nutritional  risk. 

Just  as  there  are  not  data  on  the  income  characteristics  of  par- 
ticipants in  child  nutrition  programs,  there  are  not  data  on  the 
impact  of  child  nutrition  programs  on  poor  children.  As  noted  ear- 
lier, the  programs  are  intended  to  improve  certain  povety-related 
factors,  such  as  the  nutritional  status  of  participants,  and  to  accom- 
plish  certain  social  goals,  such  as  improved  educational  perform- 
ance. 

Evaluations  of  the  child  nutrition  programs  indicate  that  they 
appear  to  make  some  contribution  to  nutritional  status  and  that, 
insofar  as  poor  children  are  served  by  these  programs,  they  benefit 
nutritionally  to  some  degree.  For  example,  CBO  has  noted  several 
studies  done  of  the  school  lunch  and  school  breakfast  programs 
that  found  the  programs  appeared  to  be  correlated  with  increased 
intake  of  specific  nutrients,  with  the  largest  impact  among  children 
from  low-income  States.^ However,  in  discussing  the  findings  of  a 
national  dietary  analysis  of  three  child  nutrition  programs,  CBO 
indicated  that  the  study  showed  that  the  nutritional  adequacy  of 
childrens'  diets  was  probably  not  significantly  altered  by  participa* 
tion  in  individual  programs  (with  the  possible  exception  of  school 
breakfast)  but  that  children  who  participated  in  both  the  lunch  and 
breakfast  programs  significantly  improved  their  nutrition  scores.^* 


See  tables  11,  12  and  13  for  comparison  of  school  lunch  and  school  breakfast  funding  and 
participation. 

U.S.  Congress.  Congressional  Budget  Office.  Feeding  Children.  Federal  Child  Nutrition  Poll 
cies  in  the  l980's.  Washington,  U.S.  Govt.  Print.  Off.,  May  1980.  p.  62-63. 
"Ibid.,  p.  65-66. 
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In  summarizing  studies  done  of  children  who  participated  in  child 
nutrition  programs,  CBO  noted  that,  "in  general,  income  was  not 
found  to  be  a  statistically  significant  factor  in  explaining  individual 
nutrient  intakes  as  a  proportion  of  recommended  dietary  allow- 
ances .  .  .  [but]  for  low-income  school-age  children,  the  combination 
of  a  breakfast  and  a  lunch  program  appears  to  provide  the  highest 
nutritional  benefits." 

Evaluations  of  of  the  V/IC  program  have  generally  found  it  to  be 
successful  in  accomplishing  health  and  nutrition  goals.  A  CBO 
summary  of  medical  evaluations  of  WIC  between  1973  and  1978  in- 
dicates that  the  program  was  found  to  contribute  to  gains  in  birth 
weights,  to  weight  and  height  gains  in  children,  and  to  reduced 
levels  of  anemia  in  pregnant  women  and  low-birth  weight  in- 
fants.^® However,  a  January  1984  GAO  analysis  of  the  methodolo- 
gy and  conduct  of  the  WIC  evaluations  found  that  there  is  "some 
sound,  but  not  conclusive 'evaluative  evidence  of  favorable  program 
effects  on  birthweights  and  little  credible  evidence  on  several  other 
measures  of  effectiveness." 


The  Federal  Government  funds  three  major  Federal  programs, 
all  of  which  are  authorized  under  the  Social  Security  Act,  that  fi- 
nance foster  care  services  for  children;  AFDC  foster  care  under 
title  IV  E,  which  provides  foster  care  maintenance  payments;  child 
welfare  services  under  title  IV-B,  which  provides  funds  for  foster 
care  services,  and  foster  care  services  under  title  XX  (social  serv- 
ices block  grant  program).  The  AFDC  program  is  aimed  at  finan- 
cially needy  children,  while  the  title  XX  and  child  welfare  services 
programs  impose  no  income  test.  None  of  the  programs  is  designed 
to  reduce  poverty  among  children.  Each  has  other  specific  program 
goals. 

In  FY84,  an  estimated  97,000  children  (average  monthly)  partici- 
pated in  the  AFDC  foster  care  program.  The  FY84  appropriations 
hr  the  program  were  $483.4  million,  the  FY85  appropriations  are 
$460.3  million.  Because  the  other  two  programs  provide  services  at 
the  discretion  of  the  Slates,  their  precise  expenditures  for  foster 
care  are  unknown.  It  was  estimated  that  of  the  nearly  $3  billion  in 
Federal  title  XX  funds  in  FY79,  5.6  percent  was  spent  for  foster 
care  services  for  children.^*  The  estimated  number  of  children  re- 
ceiving foster  care  services  under  title  XX  in  FY78  was  163,000  (per 
quarter).^ ^  (^mprehensive  data  on  foster  care  services  funded  bv 
the  child  welfare  services  program  under  title  IV-B  are  not  avail- 
able, although  it  was  estimated  that  State  expenditures  for  foster 


Ibid.,  p.  73-74, 
"  Ibid,,  p.  61-62, 

"  U.S.  General  Accounting  OfHcc.  WIC  Evaluations  Provide  Some  Favorable  But  No  Conclu 
sive  Evidence  on  the  Effect*  Expected  fui  the  Special  Supplemental  Program  for  Women,  In- 
fanta, and  Children.  [Waah.).  GA6.  Jan.  30.  1984  Kept.  No.  GAO/PEMD-84-4.  p.  viii. 
Data  from  Administration  on  Children.  Youth  and  Families.  HHS. 

^ '  U.S.  Congress,  House.  Committee  on  Way»  ond  Means.  Background  Material  and  Data  on 
Program*  Within  the  Jurisdiction  of  the  Committee  on  Ways  and  Meana.  Wash .  U.S.  Govt. 
Print  Off.,  1984.  p.  419, 

U.S.  Congress.  Senate  Cummittec  on  Finance  Subcomm^tee  on  Public  Assistance.  Staff 
Dato  ana  Materials  RelatifJH  to  Social  and  Child  Welfare  Services.  W^h ,  U.S.  Govt  Print  Off., 
1979.  p.  43, 
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care  under  the  title  IV-B  program  from  all  sources  for  FY79  were 
$581  million  or  approximately  73  percent  of  total  expenditures  of 
$793  million.33 

The  following  is  a  brief  discussion  of  the  mojor  Federal  foster 
care  programs,  including  eligibility  criteria  for  participation.:,  pro* 
gram  goals,  number  and  characteristics  of  children  served,  inter-re- 
lationships with  other  programs,  and  possible  impact  on  poor  chil- 
dren. 

FOSTER  care:  afdc 

The  Aid  to  Families  With  Dependent  Children  (AFDC)  foster 
care  program  was  established  in  1961  as  part  of  the  regular  AFDC 
(formerly  the  ADC)  program,  authorized  by  title  IV-A  of  the  Social 
Security  Act.  In  1980,  Congress  removed  the  foster  care  component 
of  A'FDC  from  title  IV-A  and  put  it  into  a  new  title  IV-E,  along 
with  the  newly  established  adoption  assistance  program  (Adoption 
Assistance  and  Child  Welfare  Act  of  1980),  This  foster  care  pro- 
gram, which  is  permanently  authorized,  is  the  largest  Federal  pro- 
gram providing  for  foster  care  maintenance  for  children.  It  pra 
vides  matching  funds  to  States  for  the  maintenance  payments  for 
AFDC-eligible  children  in  foster  care.  The  federal  matching  rate 
for  a  given  State  is  that  State's  Medicaid  matching  rate,  which 
averages  about  54  percent  nationally.  In  some  cases,  children  are 
eligible  for  funds  under  title  IV-E  only  if  removed  from  the  home 
as  a  result  of  a  court  order  determining  that  to  be  in  the  best  inter- 
ests of  the  child,  in  other  cases,  under  a  temporary  provision,  eligi- 
bility extends  to  children  placed  in  foster  care  under  a  voluntary 
placement  agreement  between  the  welfare  agency  and  parents. 

During  the  1970s  the  AFDC  foster  care  program  grew  rapidly, 
with  annual  Federal  expenditures  in  excess  of  $200  million  in  the 
latter  1970s.  During  that  period,  the  Nation's  foster  care  system 
was  criticized  for  rising  costs  and  for  being  "a  receiving  or  holding 
system  for  children  living  away  from  their  parents,  rather  than  a 
system  that  assisted  parents  In  carrying  out  their  roles  and  respon- 
sibilities. .  .  3*  By  the  end  of  the  1970s»  an  estimated  500,000 
children  lived  in  foster  care  in  the  U.S.,  around  100,000  of  these  re- 
ceived AFDC  foster  care  support  and  most  of  the  rest  received  Fed- 
eral and  State  child  welfare  funds,  which  are  allocated  without 
regard  to  a  family's  income.  One  of  the  purposes  of  the  1980  legisla- 
tion was  to  redefine  child  welfare  services  to  promote  permanent 
placement  of  children  and  family  reunification,  and  to  make  other 
changes  in  the  foster  care  program  intended  to  provide  incentives 
to  States  to  help  reduce  foster  care  costs. 

It  is  estimated  that  after  passage  of  the  1980  legislation.  Federal 
expenditures  grew  from  approximately  $300  million  in  FY81  (under 
IV-A)  to  $454  million  in  FY84  (under  IV-E).  Table  18  shows  the 
number  of  AFDC  children  in  foster  care  since  FY62  and  estimated 
expenditures  since  FY71.  In  constant  dollars.  Federal  expenditures 
have  more  than  doubled  in  12  years. 


U.S  Cvngrebs.  Senate,  Committee  on  Finance  Subvommitua  uii  Publtc  Absiytance.  Stati^tr 
col  Data  Related  to  Public  Asyibtancc  ProKrams  Wash.,  US  Govt  Prmt  Off,  1980,  p.  11M13. 
a*  U.S.  Department  uf  Health  and  Human  Services.  Report  on  P.L  96  272.  June  11.  1984,  p.  2. 
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TABLE  18. -AFDC  FOSTER  CARE  RECIPIENTS  AND  EXPENDITURES  UNDER  TITu  IV-E  OF 
THE  SOCIAL  SECURITY  ACT,  FISCAL  YEARS  1962-84  » 


Rscal  year 

AFDC  foster 
care  children 
(average 
monthly 

niimborl  2 

llUltll/VI  / 

Total 

Federal 

Expenditurts 
current  dollars 
(millions) ' 

Constant  dollars 
1984 

CApcnoiiures 
Current  dollars 
(millions)  ^ 

Constant  dollars 
1984 

1962   

989 

'4' 

\  } 

\  ) 

1963  

2,308 

'4' 

1  (*) 

\  ) 

\  ) 

1964  

4,081 

'4' 

1  (*) 

\  ) 

\  ) 

1965  

5,623 

1  (*) 

(*) 

1966  

7,385 

1  (*) 

(*) 

1967 

8,030 

(*) 

\  ) 

(A\ 

1968  

8,500 

(*) 

\  ) 

1969  

16,750 

(*) 

V  ) 

\  ) 

1970  

34,450 

I 

(*) 

(*) 

1971  

57,075 

5 ; 

m 

)  $181 

5  $40 

$104 

1972  

71,118 

8  160  400 

00 

LLC 

1973  

84,097 

6  129  310 

6  71 

171 
it  I 

1974  

90,000 

6  166  366 

1Q$1 

1«?0 

1975  

106,869 

"  259  514 

8  138 

274 

1976  

114,962 

«  423  784 

6  221 

410 

1977  

110,494 

351  605 

M83 

316 

1978  

106,504 

8  403  649 

8  209 

337 

1979  

..  103,771 

»  392  572 

»205 

299 

1980  

100,272 

416  535 

217 

279 

1981  

106,443 

579  670 

^0303 

351 

1982  

103,274 

673  725 

^0351 

378 

1983  

101,594 

702  731 

^0  364 

379 

1984  

97,000 

»»  839  839 

10  11  454 

454 

>  Program  funded  under  title  IV-A  of  the  Social  Security  Act  prior  to  1981. 

^  Data  on  number  of  children  for  fiscal  yearb  1962  83  from  Division  of  Research.  Evaluation  and  Statistics. 
Office  of  Family  A^istance.  Social  Secutity  Administration.  Data  fot  fiscal  yeai  1984  from  Office  fo(  Planning 
and  Mdoagement.  AdmtntsttatiC:.  on  Childien,  Youth  and  Families.  Department  of  Health  aitd  Human  Services. 

^  Expenditure  data  foi  fiscal  wars  1971  79  fiom  Expenditures  foi  Public  Assistance  Programs.  Data  for  fiscal 
yeai  1980  from  Office  of  Fami^  Assistance.  Social  Security  Administration.  Data  for  fiscal  years  1971-80  do 
not  include  tiainmg  and  administrative  costs.  Data  foi  fiscal  years  1981-84  from  Administration  on  Childien, 
Yuuth  dnd  FdiTiilies.  Depaitment  of  Health  and  Human  Services  and  do  not  include  training  and  administrative 
costs. 

*  Not  collected. 

^  There  was  no  reporting  for  Illinois.  Massachusetts,  and  Pennsylvania  for  fiscal  year  1971. 

*  No  reporting  for  Illinois,  Virgin  Islands,  or  Puerto  Rico  for  fiscal  y*ars  1972-76. 

^  No  reporting  for  Illinois.  Puerto  Rico,  the  Virgin  Islands,  or  Guam  for  fiscal  year  1977. 

*  No  reporting  for  Illinois,  Rhode  Island.  Guam.  Puerto  Rico,  or  the  Virgin  islands  for  fiscal  year  1978. 
^No  reporting  for  Illinois.  Arizona.  Guam,  Puerto  Rico,  or  the  Virgin  islands  for  fiscal  ^'ear  1979. 

Includes  claims  for  transfer  of  unused  title  IV  E  foster  care  funds  to  title  IV  B  child  M^elfare  services. 
' '  Full  yeai  estimates  developed  by  Administiation  on  Children,  Youth,  and  Families  based  on  thiee  quarters 
of  real  data 
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FOSTER  care:  CHILD  WELFARE  SERVICES 

Another  major  source  of  Federal  funding  for  foster  care  is  the 
child  welfare  services  program  under  title  IV-B  of  the  Social  Secu- 
rity Act,  which  provides  matching  funds  for  child  welfare  services 
without  regard  for  the  family's  income.  The  majority  of  Federal 
title  IV-B  child  welfare  funds  are  spent  for  foster  care.^^  State  es- 
timates of  total  expenditures  reported  under  title  IV-B  from  all 
sources  for  FY79  indicate  that  approximately  73  percent  of  a  total 
of  $793  million  was  used  for  foster  care.^^ 

FOSTER  care:  SOCIAL  SERVICES  BLOCK  GRANT 

Tunding  for  foster  care  is  also  available  under  the  social  services 
block  grant  program  (title  XX  of  the  Social  Security  Act).  The  Fed- 
eral statute  imposes  no  financial  need  criteria  for  these  funds,  but 
States  may  impose  such  requirements  land  before  the  title  XX  pro- 
gram was  converted  into  a  block  ^ant  operation  in  1981,  the  law 
imposed  an  outer  income  eligibility  limit,  set  at  115  percent  of 
State  median  income  adjusted  for  family  size).  Federal  spending  for 
foster  care  services  under  title  XX  represented  approximately  4.6 
percent  of  total  expenditures  of  approximately  $2.8  billion  under 
that  program  in  FY78  and  about  5.6  percent  of  total  expenditures 
of  approximately  $3  billion  in  FY79.^^  Exact  expenditures  for 
foster  care  under  the  program  are  unknown  because  of  the  discre- 
tionary nature  of  the  funds.  A  recent  GAO  study  indicates  that 
foster  care  and  adoption  expenditures  b^  States  from  all  sources 
appear  to  have  been  relatively  stable  at  about  11  percent  of  the 
total  State  social  service  expenditures  from  FY81  to  FY83.^®  The 
HHS  data  based  on  pre-expenditure  reports  from  the  States  for 
FY84  indicate  that  foster  care  spending  under  title  XX  may  have 
declined  slightly  that  year.^® 

OTHER  FOSTER  CARE  PKOGRAMS 

Needy  disabled  or  blind  children  who  need  foster  care  services 
are  eligible  for  funds  under  the  Supplemental  Security  Income 
(SSI;  program  authorized  by  title  XVI  of  the  Social  Security  Act.  It 
is  estimated  that  about  30,000  SSI  children  live  in  foster  care  or 
other  residential  settings  away  from  their  families.'*^ 

In  addition,  foster  care  is  affected  by  funding  in  other  ar^as.  For 
example,  it  is  maintained  that  Federal  adoption  assistance  pro- 
grams, such  as  that  under  title  IV-E  of  the  Social  Security  Act, 
serve  as  incentives  to  States  to  place  children  in  permanent  living 


Sec.  for  example,  Statistical  Data  Related  to  Public  Assistance  Programs,  p  III  1I3. 
3«  Ibid. 

Funding  ieveib.  Bcttkiiivund  Maienals  and  Data  on  ProCTams  With«n  the  Jurisdiction  of  the 
Commiiiee  on  Wavs  and  Means,  p.  411.  FY -8^ expenditures.  Staff  Data  emd  Materials  Relating  to 
Sociai  and  Child  Welfare  Services,  p.  42.  FY70  expenditures.  BacWound  Material  and  Duta  on 
Profframa  Within  the  Jurisdiction  of  the  Committee  on  Ways  and  Mear.^  p.  419. 

^  L'.5<  Generai  Accounting  Office.  States  Use  Several  Strategies  to  Cop)  with  Funding  Rcduc 
Uons  Lnder  Social  Services  Block  Grant,  Wash.,  General  Accounting  Oftice,  Aug.  9,  1984  [GAO, 
HRD-84-68)  p.  23. 

CS.  Department  of  Health  and  Human  Services.  Office  of  Human  I^velopment  Services. 
Office  *ji  Poiic>  and  Legislation.  Summao  of  Information.  Social  Services  Block  Grant  Pre* Ex 
penditure  Reportu,  FY84.  p. 

*^  U.S.  Librar>  of  Ojngre«»  C^ngressivnai  Research  Service.  Aduptiun  Federal  Programs  and 
Iseuej.  CRS  Report  No.  83-51  EPW  by  Jan  Fowler,  Apr.  11, 1983.  p.  13. 
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situations,  removing  them  from  the  foster  care  (temporary  living) 
system.  This,  it  is  said,  could  reduce  the  total  foster  care  popula- 
tion, freeing  foster  care  funds  for  other  child  welfare  services. 


By  definition,  the  foster  care  population  served  by  title  IV -E 
funds  is  needy  (i.e.,  AFDC-eligible).  However,  there  are  little  data 
available  on  the  characteristics  of  this  population  or  on  the  total 
U,S.  foster  care  population,  including  the  number  who  are  below 
poverty  level.  A  number  of  studies  of  children  requiring  foster  care 
and  the  reasons  for  foster  care  placement  have  su^jgested  some  cor- 
relation between  a  family's  financial  deprivation  and  the  need  for 
foster  placement.  These  studies  have  also  suggested  possible  zorre- 
lations  between  the  need  for  foster  care  placement  and  such  pover 
ty-related  factors  as  poor  health,  poor  housing,  absence  of  the 
father  from  the  home,  and  race."*^  Although  there  has  been  no 
comprehensive  study  of  the  relationship  of  foster  care  and  poverty, 
it  appears  that  financially  needy  children  may  be  more  likely  than 
others  to  require  foster  care  placement.  Thus,  Federal  foster  care 
funds,  whether  targeted  to  the  needy  or  not,  may  reach  more  needy 
than  non-needy  children. 

The  purpose  of  the  foster  care  funds  is  to  provide  for  the  care  of 
the  children  in  an  out-of-home  placement.  However,  the  1980  legis- 
lation, as  noted  earlier,  expanded  the  legislative  purposes  of  title 
IV- B  and  IV-E  funds  to  include  reducing  long-term  foster  care 
placement  and  foster  care  costs  in  order  to  free  up  funds  for  other 
child  welfare  services,  man^  of  which  also  address  poverty-related 
factors  such  as  poor  nutrition  and  lower  educational  attainment, 
although  the  funds  are  not  restricted  to  the  financially  needy.  The 
Act  contained  fiscal  incentives  to  States  to  accomplish  these  goals. 

The  HHS  reported  in  June  1984  that  since  the  passage  of  the 
1980  legislation.  States  have  changed  their  child  welfare  systems, 
decreasing  the  number  of  children  and  the  duration  of  placement 
in  foster  care,  increasing  the  number  of  children  for  whom  claims 
were  made  made  for  adoption  assistance  funds,  and  improving 
child  welfare  services.  Based  on  data  reported  to  HHS,  the  U.S. 
foster  care  population  appears  to  have  dropped  drastically  (51  per- 
cent) from  approximately  500,000  in  1977  to  243,000  in  1982.^2 
data  reported  to  HHS  indicate  that  during  the  same  period,  the 
title  IV-E  population  fell  only  6.5  percent  (from  approximately 
110,494  to  103,274).*^  However,  the  title  IV-E  population  has  repre- 


* '  Sec»  for  example  Robert  Bremncr  et  al ,  wis.  Children  and  Youth  in  America,  A  Docu- 
mtntar>  Histurj.  Vol.  Ill  1933  1973.  Cambridge,  Mass.,  Harvard  Universal  Press.  1974.  p.  673- 
677 

U  S  DepiirtiTienl  v^  Health »  Edacatiun,  and  Welfare.  Onice  Human  DevelupmenU  Ofllce  of 
Child  Development  Fostei  Care  m  Five  States  b>  Shirlev  M.  Vosalv,  Social  Kcsearch  Group, 
GeoT^e  Washington  Un.versitv.  [DHEW  Publication  No.  (OHD)  76-300^71  p.  15-30. 

Phillips,  Mlchat'jl  H »  Ann  vV  Shyne,  Edmund  A.  Sherman,  and  Barbara  L,  Hanng.  Factors 
Associated  With  riauF-menl  Decidiunb  m  CVnld  Welfare.  Research  Center,  Child  Welfare  League 
of  America,  Ina,  1?71,  p-  7-1;; 

Gruber,  Alan  R.  Children  in  Foster  Care- Destitute,  Neglected  .  .  .  Betrayed.  New  York, 
Human  Sciences  Press,  1978.  p.  130-50. 

•'US.  Department  of  Health  and  Human  Ser\icc8.  The  Twenty  Year  Trer.d  of  Federally  As- 
*,iinied  Foster  Care  by  Charles  P.  Gershenb^^n.  Ph.D,  Child  Welfare  Research  Notes  #S.  July 
19X4,  p  3. 
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sented  about  1.4  percent  of  the  AFDOeligible  children  since  1976.^* 
HHS  has  also  pointed  to  study  findings  that  since  passage  of  the 
legislation,  children  are  spending  a  shorter  period  of  time  in  foster 
care  placements  than  previously.*^  However,  an  August  1984  GAO 
study  charges  that  States  have  been  receiving  the  incentive  funds 
for  child  welfare  services  under  the  1980  legislation  without  fully 
complying  with  legislative  requirements,  which  suggests  that  any 
reduction  in  the  foster  care  population  may  be  unrelated  to  the 
success  of  the  legislative  incentives.**  It  appears  that  the  net  effect 
of  the  1980  provisions  on  the  foster  care  system  is  currently  un- 
known. 

Federal  foster  care  programs  are  not  intended  to  remove  foster 
care  children  from  poverty.  However,  the  indirect  effects  of  the 
funds— particularly  reducing  the  foster  care  population  and  fund- 
ing other  child  welfare  services  that  may  help  alleviate  poverty-re- 
lated symptoms— may  contribute  to  such  results.  Children  who  are 
placed  for  adoption  through  the  foster  care  system  may  enter  fami- 
lies  with  incomes  above  poverty.  However,  study  resulte  seem  to  in- 
dicate that  most  children  leavi*.j  the  system  are  returning  to  their 
families.  In  those  cases,  it  appears  most  likely  that  foster  care 
funds  assist  the  family  through  crisis  periods  but  probably  do  little 
to  address  their  poverty  status  or  long-range  financial  needs. 

VI.  Day  Care 

Numerous  Federal  programs  provide  funds  that  are  used  for  day 
care  and  day -care  related  services  for  children,  including  Head 
Start,  the  social  services  block  grant  program  (title  XX  of  the 
Social  Security  Act),  the  child  care  tax  credit  program  under  the 
Internal  Revenue  Code,  and  the  child  care  food  program  under  the 
National  School  Lunch  Act.  Some  of  these  programs  are  targeted 
to  the  financial  needy,  while  others  impose  no  income  test.  The 
programs  provide  discretionary  services,  none  of  which  is  primarily 
or  directly  intended  to  reduce  poverty  among  children.  Each  pro- 
gram seeks  to  accomplish  certain  other  objectives. 

The  following  chart  shows  funding  levels  (most  recent  available) 
and  children  (or  families)  receiving  day  care  under  these  programs. 


Fupdng 

(millions) 

Number  served 

Head  Start  (FY84)»  

Child  care  food  program 
(FY84)3. 

Child  care  tax  credit  (CY82)^  

Title  )(X  social  services  (FY79)5.. 

2$996 
2348 

1,500 
^630 

430,149  children  (estimated). 

1.1  million  children  (peak  month  average, 

estimated). 
5  million  families. 
Not  readily  available. 

» Estimates  on  number  of  children  served  from  Department  of  Health  and  Human  Seiv»ces 
2  Appropnalton, 


**  Ibid. 

Report  on  PX  96-272.  p-  6. 20 
*•  U.S  Oenerai  AccQuntmR  Office  Bettei  Federal  Program  Adrrunibt ration  Can  Contribute  to 
Improving  Suue  Fester  Care  Programs  Wdhh ,  General  Accounting  OlTjce,  Aug.  IH.  1984  (Rpt. 
No  GAO/HRD-JS4-2>p  H-IO. 
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'  Estimates  on  numbei  ol  ciiildren  served  t/  cl.,ld  care  food  program  from  Department  of  AgrKolture 
*  Data  from  Internal  Revenue  Service. 

» Background  Material  and  DaU  on  Pfogiams  Within  the  Jurisdiction  of  the  Committee  on  Ways  and  Means, 
p.  419. 
« Estimated. 

The  following  is  a  brief  discussion  of  the  ni^or  day  care  pro- 
grams, including  eligibility  criteria  for  participation;  program 
goals,  number  and  characteristics  of  children  served,  inter-relation- 
ships with  other  programs,  and  possible  impact  on  poor  children. 


Head  Start  was  established  under  the  authority  of  the  Economic 
Opportunity  Act  of  1964.  The  program  was  originally  intended  to 
help  improve  the  social  and  learning  skills,  and  the  nutrition  and 
health  status,  of  lowancome  children  before  they  entered  school.  A 
part  of  the  War  on  Poverty,  it  was  formulated  to  give  low-income 
children  a  "head  start"  in  life,  to  assist  them  to  catch  up  with 
peers  experiencing  economic,  health,  and  social  advantages. 
Though  the  program  has  undergone  changes,  the  goals  of  Head 
Start  are  still  basically  the  same.  Head  Start  is  authorized  through 
FY86  under  the  Head  Start  Act  of  1981,  as  amended. 

Head  Start  is  a  matching  grant  program.  The  funds  are  allocated 
as  follows,  each  State  is  allocated  the  amount  it  received  in  FY 
1981,  any  funds  remaining  are  distributed  to  the  States,  one-third 
according  to  the  State  s  number  of  AFDC  recipients  aged  18  or 
under  and  two-thirds  according  to  each  State's  number  of  children 
aged  0-5  living  in  poverty.  The  funding  formula  requires  that  13 
percent  of  Head  Start  appropriations  be  reserved  for  Indian  and 
migrant  programs,  payments  to  the  territories,  training  and  techni- 
cal  assistance;  and  discretionary  payments. 

Federal  regulations  require  that  at  least  90  percent  of  the  chil- 
dren enrolled  in  each  Head  Start  piogram  be  from  low-income  fam- 
ilies tdefmed  as  below  the  official  0MB  poverty  line  or,  if  the 
family  income  exceeds  the  poverty  guidelines,  receiving  public  as- 
sistance). At  least  10  percent  of  the  enrollment  opportunities  in 
Head  Start  programs  in  each  State  must  be  made  available  for  the 
handicapped.  The  following  table  shows  the  Head  Start  funding  ob- 
ligations and  number  of  children  served  from  1965-1984  (estimat- 


TABLE  19.^H[AD  START  FUNDING  OBLIGATIONS  AND  PARTICIPATION,  FISCAL  YEARS 

1965-84 


DAY  care:  head  start 


ed). 


Funding  obSigattons  (miliions) 


Total  children 
served 


Rscal  year 


Current  dollars  Colfi^SA 


1965 
1966 
1967 
1968 
1969 


96.4 
198.9 
349.2 
316.2 
333.9 


317 
641 
1.091 
956 
963 


561.000 
733.000 
681.000 
694,000 
635,000 
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lABLt  19.-~H[AD  START  FUNDING  OBLIGATIONS  AND  PARTICIPATION,  FISCAL  YEARS 
1965-84— Continued 


Funding  obligations  (miiiions) 


Total  children 


'^'^^^  Current  dollars  ^^J^^^ 

1970   325.7  887  435,000 

1971   360.1  932  420,000 

1972   376.3  941  379,000 

1973   400.8  963  379,000 

1974   ^392.2  865  379,000 

1975   441.0  876  349,000 

1976   454.5  843  349,000 

1977   472.9  315  322,000 

1978   622.6  1003  391,400 

1979   680.8  994  387,500 

1980   736.3  946  376,300 

1981   814.2  942  384,000 

1982   2912.0  983  384,000 

1983   2912.0  949  393,000 

1984   2996.0  996  3430,149 

» Original  appropriation  was  $407  6  milijon.  Rescission  of  $15.4  million. 
«  Head  Start  approprration 


'  Estimated, 


DAY  care:  child  CARE  FOOD  PROGRAM 


Another  Federal  program  funding  child  da>-care  related  services 
aimed  at  the  need>  population  is  the  child  care  food  program,  au- 
thorized under  section  17  of  the  National  School  Lunch  Act.  Under 
this  program,  States  are  reimbursed  at  a  set  rate  for  meals  and 
snacks  provided  children  at  participating  child  care  centers. 
Higher,  free  or  reduced  price  rates  are  provided  for  meals  or 
snacks  ser\ed  at  no  charge  or  at  considerably  reduced^prices  to 
children  whose  family  income  meets  certain  mcome  criteria.  To 
qualify  for  free  meals  or  snacks,  the  family's  income  level  cannot 
exceed  130  percent  of  the  0MB  poverty  level;  to  qualify  for  r'^ 
duced-price  meals  and  snacks,  the  income  cannot  exceed  185  per- 
cent of  the  0MB  poverty  guideline.  The  program  is  also  available 
in  familv  day  care  centers  to  children  without  any  income  restric- 
tions. The  family  da>  care  centers  receive  standard  meal  reim- 
bursements based  on  the  type  of  meals  served.  The  payment  rates 
are  slightly  lower  than  those  provided  for  free  meals  and  snacks  in 
child  care  centers. 

AH  handicapped  children  and  children  under  age  12  (age  15  if 
the  children  are  migrants)  are  eligible  to  participate  in  the  child 
care  food  program.  The  vast  majority  of  the  children  served  are  be- 
tween the  ages  of  three  and  five  years.  The  program  has  grown 
considerablj  since  its  inception.  In  FY69,  the  average  daily  partici- 
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pation  (peak  month)  was  nearly  40,000  children  and  program  ex- 
penditures were  $1.1  million.  In  FY84,  the  estimated  average  daily 
participation  (peak  month)  exceeded  one  million  children  and  pro- 
gram expenditures  were  nearly  $357  million.  Table  20  shows  the 
number  of  free,  reduced  price,  and  paid  meeJs  provided  and  the  av- 
erage daily  participation  in  the  child  care  food  program  for  FYs 
1983  and  1984. 

TABLE  20.-CHILD  CARE  FOOD  PROGRAM 
[In  thousands,  peak  month] 

Daily 
participation 


Child  care  centers:  FY83 

Free   426 

Reduced   72 

Paid   148 

Family  day  care  homes   319 

Child  care  centers  FY84 

Free   480 

Reduced   82 

Paid   167 

Family  day  care  homes   360 


Source:  US.  Department  of  Agiiculture. 


DAY  care:  social  services  block  grant 

Child  da>  care  services  have  been  one  of  the  largest  categories  of 
expenditures  under  the  social  services  block  grant  program  (title 
XX  of  the  Social  Security  Act).  Federal  spending  for  child  day  care 
services  under  title  XX  represented  approximately  21  percent  of 
total  expenditures  of  $3.0  billion  under  the  program  in  fiscal  year 
1979.**^  Exact  expenditures  for  child  day  care  under  the  program 
are  unknown  because  of  the  discretionary  nature  of  the  funds. 
However,  a  recent  GAO  study  indicates  that  child  day  care  expend- 
itures from  all  .sources  by  States  surveyed  appear  to  be  increasing 
slightly.*"  The  HHS  data  based  on  pre-expenditure  reports  from  the 
States  indicate  that  the  number  of  States  using  title  XX  funds  for 
chiiu  day  care  appears  to  have  been  decreasing  since  fiscal  year 
1982.*"*  The  exact  nature  of  child  care  ser\  ices  provided  under  this 
category  is  unknown  and  may  vary  from  State  to  State. 


*  Background  Malerial  and  Duta  Prugrainh  Wilhin  the  Jurisdiction  of  the  Committee  on 
Wm  and  Means,  p  4 11 . 119. 

*"  Stales  bee  Several  Strategtfh  tu  Cupe  With  Fundia^  ReduvtiMni^  Under  Sucial  Ser\ites  Block 
Grant,  p,  Zi. 

**Social  Services  Block  Grant  Pre-Expenditures  Report^*,  fiwcal  year  1984,  p.  10. 
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DAY  care:  income  tax  credit 


The  largest  single  source  of  support  for  day  care  services  for  per- 
sons regardless  of  income  is  through  indirect  funding  provided 
under  the  Internal  Revenue  Code.  This  provision  allows  a  tax 
credit  to  families  with  children  under  age  15  for  the  costs  of  de- 
pendent care  costs.  The  available  credit  is  30  percent  for  taxpayers 
with  incomes  of  $10,000  or  less.  The  credit  is  reduced  by  one  per- 
centage point  for  each  $2,000  of  income  between  $10,000  and 
$28,000.  Expenditures  are  limited  to  $2,400  for  one  dependent  and 
to  $4,800  for  two  or  more.  The  Internal  Revenue  Service  estimates 
that  approximately  $1.5  billion  was  "spent''  for  tax  credits  for  de- 
pendent child  care  in  calendar  year  1982.  A  total  of  slightly  more 
than  5  million  families  received  the  benefits  that  year.  Of  these, 
approximately  10,700  were  families  with  incomes  below  $5,000;  and 
approximately  280,000  had  annual  incomes  of  between  $5,000- 
$lO,000.  These  two  income  categories  received  approximately  $75 
million  or  about  5  percent  of  the  money  used  for  tax  credits  in  cal- 
endar year  1982. 

Child-care  programs  under  WIN  and  other  AFDC-related  child 
care  programs  are  discussed  in  Chapter  VI  of  this  paper. 


Head  Start  was  designed  to  be  a  long  range  program  resulting  in 
social  change.  It  was  not  intended  to  immediately  affect  the  pover- 
ty status  of  participating  children,  and  there  are  no  comprehensive 
data  on  the  impact  of  Head  Start  on  poverty.  However,  evaluations 
of  the  project  and  related  pre-school  programs  suggest  that  partici- 
pation may  reduce  some  of  the  factors  attendant  to  poverty  status. 
For  example,  following  some  negative  findings  by  a  Westinghouse 
study  in  1969,^^  a  number  of  studies  were  conducted  on  the  effec- 
tiveness of  Head  Start  and  similar  preschool  programs  which  found 
that-  Head  Start  produced  gains  in  intelligence,  cognitive  develop- 
ment, and  academic  achievement  for  children  who  participated  in 
the  full  year  program. The  studies  also  generally  agreed  that  par- 
ticipation in  Head  Start  resulted  in  improved  health  and  social  be- 
havior, and  that  the  program  had  a  positive  impact  on  the  parents 
of  Head  Start  children  and  the  communities  where  the  programs 
are  located.  The  study  results,  taken  as  a  whole,  suggest  that  Head 
Start  may  improve  the  quality  of  life  for  many  of  the  participating 
children  and  their  parents.  A  recent  longitudinal  study  of  a  similar 
pf  tjbchool  program  (the  Perry  Preschool  Project)  suggests  that  these 
changes  are  carried  over  into  the  children*s  adult  lives.^^ 

Commenting  on  studies  done  of  variouo  preschool  experiences  be- 
tween the  1950s  and  1977,  the  Congressional  Budget  Office  (CBO) 


"^Tlit  i.-.,;dct  of  Head  Start  An  Evaluation  of  the  Effects  of  Head  Svait  on  Children's  Cogni- 
livt  afid  Afrc\.t*»fc  Develupment  Executive  Summai>.  Ohio  University,  Westinghouse  Learning 
Corporation-  1969, 

^'For  a  list  of  related  studies  boe  US.  Librao  of  Congre&b^  Congressional  Research  Service. 
The  Head  Start  Program  H»stvr>,  Legislation,  Issues  and  Funding  - 1964- 1982.  ibyj  Jean  Yavis 
Jones  and  Jan  Fowler.  CRS  Report  No.  82-93  EPW,  Jan.  17.  1979  (updated  May  10.  1982).  p.  21- 
34. 

"  Berruetu  Clement.  John  R  and  others  Changed  Lives.  The  Effects  of  the  Perry  Preschool 
Program  on  Youths  Through  Age  ID  Ypsilanti,  Michigan,  High*  Scope  Educational  Research 
Foundation,  1984 
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noted  that  "there  is  considerable  evidence  that  well-planned  day 
care  and  preschool  programs  can  have  a  substantial  positive  effect 
on  the  development  and  experiences  of  children  from  low-income 
families."" 

Child  day  care  services,  in  general,  have  not  been  developed  to 
reduce  the  poverty  level  of  children.  However,  the  need  for  such 
services,  particularly  for  single-parent  families  (which  have  been 
increasing),  has  been  increasingly  stressed  in  recent  vears.  It  is 
argued  that  child  day  care  services  can  indirectly  benefit  the 
income  status  of  the  family  by  allowing  an  adult  who  would  be  the 
caretaker  to  enter  or  increase  the  amount  of  time  in  the  job 
market.  However,  comprehensive  data  are  not  available  on  the 
extent  to  which  existing  Federal  programs— except  for  the  IRS  pro- 
gram— serve  low-income  families  or  the  effect  of  the  availability  of 
day  care  services  on  poverty  status.  CBO  has  noted  study  results 
that  indicated  that  the  majority  of  female  family  heads  who  could 
not  work  because  of  unavailability  of  child  care  had  incomes  under 
$5,000/year  and  were  eligible  for  child  care  subsidies  of  some 
sort.^*  However,  there  are  no  definitive  data  on  whether  the  lack 
of  child  care  opportunities  constrain  labor  force  participation. 

The  effect  of  Federal  subsidies  for  child  care  food  may,  like  Head 
Start,  provide  nutritional  and  health-related  benefits  affecting  low- 
income  children  participating  (see  discussion  of  evaluations  under 
child  nutrition  programs)  but  would  not  be  expected  to  change 
their  poverty  status.  However,  there  are  no  data  on  the  effect  of 
such  programs  on  the  poverty  status  of  children. 


MATERNAL  AND  CHILD  HEALTH  SERVICES  BLOCK  GRANT 

The  Maternal  and  Child  Health  Services  block  grant  provides 
health  services  to  mothers  and  children,  particularly  those  with 
low  income  or  limited  access  to  health  services.  The  purposes  of  the 
block  grant  include,  among  others,  reducing  infant  mortality,  re- 
ducmg  the  Incidence  of  preventable  disease  and  handicapping  con- 
ditions among  children,  and  increasing  the  availability  of  prenatal, 
delivery,  and  postpartum  care  to  low-income  mothers. 

States  determine  what  services  to  provide  with  the  block  grant. 
Services  can  include  prenatal  care,  well-child  clinics,  immuniza- 
tions, vision  and  hearing  screening,  dental  care  and  family  plan- 
ning. They  may  also  include  inpatient  services  for  crippled  chil- 
dren, screening  for  lead-based  poisoning,  or  counseling  for  parents 
of  sudden  infant  death  syndrome. 

By  law,  between  85  and  90  percent  of  the  maternal  and  child 
health  block  grant  appropriation  is  allotted  to  States  to  provide 
health  service  under  the  block  grant.  Between  10  and  15  percent  is 
reserved  under  a  set-aside  for  special  projects  that  are  federally  ad 
ministered.  In  FY  1983,  85  percent  of  the  block  grant  appropriation 
of  $478  million  was  allotted  among  States.  Each  State  s  allotment 
is  based  on  the  proportion  of  total  funding  it  received  in  FY  1981 


U.S.  Congress.  CongressiOiial  Budget  Office.  Chixd  Care  and  Preschool.  Options  for  Federal 
Support.  Wash..  U.S.  Govt.  Print.  Off.,  Sept.  1978-  p.  34, 
Ibid ,  p.  50. 
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under  certain  categorical  programs  now  consolidated  under  the 
block  grant  program.  These  programs  were  maternal  and  child 
health  programs  and  crippled  children's  services,  Supplemental  Se- 
curity Income  services  for  disabled  children,  lead-based  paint  poi- 
soning prevention,  sudden  infant  death  syndrome,  and  adolescent 
pregnancy.  For  each  $4  in  Federal  funds  States  receive,  they  must 
spend  $3  of  their  own  funds. 

In  FY  1983,  15  percent  of  the  block  appropriation  was  reserved 
under  the  Federal  set-aside  for  maternal  and  child  health  special 
projects  of  regional  and  national  significance,  research  and  train- 
ing, and  genetic  disease  and  hemophilia  programs.  These  programs 
are  federally  administered. 

Eligibility  criteria  under  the  block  grant  are  set  by  the  States. 
States  are  not  allowed  to  charge  for  services  provided  to  mothers 
and  children  whose  incomes  fall  below  the  poverty  level. 


Several  other  health  programs  affect  poor  children  although  they 
were  established  for  a  broader  group.  They  include  programs  con- 
cerning family  planning,  childhood  immunization,  Indian  health, 
migrant  health,  Appalachian  health,  and  community  health  cen- 
ters. Two  block  grants— one  for  alcohol,  drug  abuse,  and  mental 
health,  and  another  for  preventive  health  and  health  services — di- 
rectly affect  children.  The  National  Institute  of  Child  Health  and 
Human  Development,  one  of  the  National  Institutes  of  Health,  con- 
ducts and  supports  research  on  the  reproductive,  development,  and 
behavioral  processes  that  determine  the  health  of  children. 


Divorce,  separation,  and  unmarried  parenthood  have  pushed  the 
number  of  children  in  single-parent  famr*3s  to  unprecedented 
heights,  as  shown  in  Chapter  III.  Of  the  1 .  J  million  such  children 
in  1984,  12.6  million,  or  90.2  percent,  were  in  fatherless  families, 
and  more  than  half  were  poor.  Most  of  the  poor  women  raising 
children  alone  never  receive  child  support  awards.  Moreover,  those 
who  are  awared  child  support  rights  must  assign  them  to  the  State 
in  order  to  receive  assistance  from  the  AFDC  program. 

The  Child  Support  Enforcement  Program  established  in  1975 
(Public  Law  93-647),  provides  services  to  both  AFDC  and  non- 
AFDC  families  to  locate  absent  parents,  establish  paternity,  and 
help  establish  and  collect  court-ordered  and  administratively-or- 
dered child  support  payments.  The  program  is  administered  by 
State  child  bupport  enforcement  agencies  under  the  general  direc- 
tion of  the  Federal  Office  of  Child  Support  Enforcement.  Federal 
fund  pay  70  percent  of  the  cost,  and  State  funds  the  remainder. 

Effective  October  1,  1985,  a  new  child  support  law  (P.L.  98-378) 
requires  States  to  adopt  three  measures  of  collecting  overdue  child 
support  payments,  withholding  an  amount  from  wages,  withholdng 
an  amount  from  State  income  tax  refunds  (for  States  with  income 
taxes>,  and  imposing  liens  against  property  of  delinquent  parents. 
The  new  law  emphasizes  serving  non-welfare  children  as  well  as 
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AFDC  children.  Further,  it  permits  establishment  of  paternity 
until  a  child's  18th  birthday." 

POTENTIAL  IMPACT  OF  CHILD  SUPPORT  COLLECTING  ON  CHILDREN'S 

POVERTY  ®® 

Of  the  8.4  million  female-headed  families  with  children  under 
age  21  whose  father  was  alive  but  absent  in  1981,  41  percent  never 
were  awarded  child  support  rights  (nor  had  an  agreement  to  re- 
ceive child  support  payments)  and,  thus,  did  not  have  their  ov/n 
earnings  or  other  income  supplemented  by  required  payments  from 
the  father.  For  poor  mothers,  the  proportion  without  child  support 
awards  was  even  higher,  60  percent.  Thus,  it  appears  that  unless 
child  support  obligations  are  established  for  a  much  larger  propor- 
tion of  the  nation's  poor  children,  full  payment  of  child  support 
probably  will  have  a  relatively  small  impact  on  poverty  rates. 

Almost  5  million  women  with  children  under  age  21  (59  percent 
of  all  such  women)  were  awarded  child  support  or  had  an  agree- 
ment to  receive  child  support  payments,  but  only  4  million  (48  per- 
cent) of  the  women  were  actually  ''supposed  to  receive"  child  sup- 
port in  1981.  The  rights  of  the  remaining  11  percent  were  no  longer 
in  force  because  the  father  who  owed  payments  had  died,  the  chil- 
dren had  grown  past  the  age  of  eligibility  for  payments,  or  because 
of  another  such  reason. 

Many  of  the  women  who  were  awarded  child  support  payments 
did  not  receive  the  full  amount  they  were  due.  Only  about  one-half 
(47  percent  of  the  4  million  women  owed  child  support  payments 
received  the  full  amount  in  1981,  about  25  percent  of  the  women 
receive  less  than  they  were  owed,  and  28  percent  received  no  pay- 
ment at  all  (see  chart  1).  The  average  amount  of  child  support  for 
women  who  receive  payments  in  1981  was  $2,106,  about  18  percent 
of  their  average  total  income,  for  poor  women  the  average  payment 
was  $1,440,  about  34  percent  of  their  total  income. 

In  1981,  about  2.6  million  (31  percent)  of  the  8.4  million  women 
with  children  by  an  absent  father  had  incomes  below  the  poverty 
level.  Of  these  women,  only  31  percent  (806,000)  had  agreements  to 
receive  child  support  and  were  due  payments  in  1981,  and  the  re- 
maining 60  percent  were  never  awarded  payments  (see  chart  1). 

Comparing  the  amount  of  child  support  received  by  poor  women 
who  were  due  payments  with  the  amount  that  they  would  have  re- 
ceived if  full  payments  had  been  made  shows  that  if  these  women 
had  received  all  the  payments  they  were  owed,  only  109,000  of 
them  (approximately  four  percent)  would  have  received  enough 
income  from  child  support  payments  to  put  them  above  the  poverty 
level. 

This  assumes  that  none  of  those  poor  women  was  a  recipient  of 
AFDC.  It  is  important  to  point  out  that  in  1981  slightly  more  than 
three  million  female-headed  families  received  AFDC  payments.  For 
those  receiving  AFDC,  child  support  payments  in  1981  made  no 


For  more  jnfurmatiun  on  the  1984  Amendmenta,  see  Child  Support  AmendmenU  of  1984 
[by I  Margaret  Maionc  Oct  25,  1981  Congressional  Research  Service.  Report  No.  B4  796  EPW 
*^  Data  source  fur  thi8  discubsiun  of  1981  child  support  collections  is  U.S.  Bureau  of  Census 
Current  Population  Reports.  Series  P'23,  No.  124.  Child  Support  and  Alimon>.  1981  lAdvance 
Report). 
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direct  contribution  to  their  total  income.  This  is  because  AFDC 
mothers  are  required  to  assign  their  child  support  rights  to  the 
State  as  a  condition  of  eligibility  for  aid,  and  before  October  1, 
1984,  no  part  of  collections  made  by  the  State  went  to  the  child's 
family  unless  it  was  large  enough  to  disqualify  the  family  for 
AFDC. 
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CHART  1.   ChlU  Supptrt  Njntcttt  to  Vo«c«  Akovt  ••i  Uiw  th«  rov«rtr  Uv«l  In  1911 
(In  ttiouito4«) 
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Stureti  U.S.  Burtau  tf  tht  Ctntut.  Currtnt  PopulttUn  Kcportt.  Strlta  P-23,  Mo.  124. 
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NEW  CHILD  SUPPORT  BONUS  FOR  AFDC  MOTHERS 

The  Deficit  Reduction  Act  of  1984  (P.L.  98-369)  requires  that  the 
first  $50  in  child  support  collected  on  behalf  of  an  AFDC  child  in 
any  month  be  paid  to  the  family  as  an  addition  to  their  AFDC 
grant.  Previously  if  the  child  support  collection  made  by  the  State 
was  insufficient  to  make  the  family  ineligibe  for  AFDC,  the  family 
received  its  full  AFDC  grant  but  no  child  support.  The  child  sup- 
port collection  was  used  to  reimburse  the  State  and  Federal  Gov* 
ernments  in  proportion  to  their  assistance  to  the  family. 

TRENDS  IN  CHILD  SUPPORT  COLLECTIONS 

The  number  of  families  for  whom  child  support  collections  were 
made  by  State  child  support  enforcement  agencies  passed  the  one- 
million  mark  in  1982  and  again  in  1983,  as  table  21  shows,  collec- 
tions exceeded  $2  billion  for  the  first  time  in  1983,  $1.1  billion  on 
behalf  of  non-AFDC  families.  Adjusted  for  price  inflation,  collec- 
tions rose  26  percent  during  1977  to  1983,  from  $1,607.6  billion  in 
1977  (in  1983  dollars)  to  $2,022.3  billion  in  1983.  Collections  on 
behalf  of  non-AFDC  families  averaged  $2,265  per  case  in  1983.  Col- 
lections of  child  support  owed  to  AFDC  children  averaged  $1,480. 

TABLE  21.-CHILD  SUPPORT  COLLECTIONS,  1977-83 


Number  of  cases  for  which         Total  collections  (millions) 
Fiscal  vear  collections  were  made  (millions)   

 AFDC  Non:ArDr  ^"''^'^ 

1977   423.2  441.1  $472.4  $578.3 

1878   458.4  248.6  471.6  575.1 

1979   463.1  223.8  596.5  736.3 

1980   502.6  243.5  603.1  874.5 

1981   547,7  325.3  670.6  958.3 

1982   597.2  448.1  786.1  984.9 

1983   594.6  504.3  880.2  1,142.1 

Souice  Annual  reports,  to  Congress  of  tfie  Ollice  of  Child  Support  Enforcement  1977  data.  Tliird  Annual 
Report.  1978  data,  Seventh  Annual  Report.  1979-1933  data,  Eighth  Annual  Report 
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APPENDIX  C.  FEDERAL  EMPLOYMENT  AND  TRAINING 
PROGRAMS* 


The  recent  history  of  Federal  employment  and  training  programs 
dates  back  to  1961,  with  enactment  of  the  Area  Redevelopment 
Act.  Primarily  an  economic  development  program  for  depressed 
areas,  this  measure  also  provided  a  limited  amount  of  job  training. 
Persistently  high  unemplovment  rates  led  to  passage  of  the  Man- 
power Development  ana  Training  Act  (MDTA)  of  1962,  which  au- 
thorized a  broader  array  of  training  services  and  allowances  pri- 
marily for  experienced  workers  displaced  by  automation.  As  jobless 
rates  among  white  males  began  to  fall,  however,  the  employment 
and  training  needs  of  the  economically  disadvantaged,  youth  and 
minorities  moved  closer  to  the  forefront. 

The  Johnson  Administration's  declaration  of  a  "war  on  poverty" 
and  passage  of  the  Economic  Opportunity  Act  (EOA)  of  1964  reori- 
ented employment  and  training  programs  toward  a  new  policy 
goal,  reduction  of  poverty.  Under  the  EOA  and  MDTA,  a  vfide  vari- 
ety of  programs  designed  to  combat  poverty  were  created,  including 
work  experience  and  training  programs  specifically  targeted  on  the 
poor,  minorities  and  youth.  By  the  late  1960s,  there  was  a  prolifera- 
tion of  such  programs,  supplemented  in  1971  by  public  service  em- 
ployment under  the  Emergency  Employment  Act.  The  perceived 
need  to  streamline  and  coordinate  these  activities  led  to  enactment 
in  1973  of  the  Comprehensive  Employment  and  Training  Act 
(CETA),  which  absorbed  many  of  the  existing  \york  and  training 
programs  and  created  a  new  delivery  system  designed  primarily  at 
the  local,  rather  than  the  Federal,  level.  The  focus  on  tne  economi- 
cally disadvantaged  persisted  under  CETA. 

Early  amendments  to  CETA  greatly  expanded  the  public  service 
employment  component  of  the  program,  which  eventually  grew  to 
dwarf  the  training  programs.  In  response  to  high  recessionary  un* 
employment  rates,  eligibility  criteria  for  these  new  public  service 
jobs  were  broader  than  those  of  the  original  CETA.  A  mojor  new 
title  focused  specifically  on  disadvantaged  youth  was  added  to 
CETA  in  1977,  with  passage  of  the  Youth  Employment  and  Demon- 
stration Projects  Act.  This  title  authorized  a  variety  of  experimen- 
tal approaches  to  combatting  the  perblbtent  problem  of  high  youth 
unemployment  rates. 

CETA  was  substantially  amended  again  in  1978,  when  the  public 
service  employment  titles  were  more  specifically  focused  on  the 
economically  disadvantaged,  rather  than  the  temporarily  unem 
ptejw^AAko  j/^l^TS,  the  Revenue  Act  authorized  the  Targeted  Jobs 
Tax  Credit  as  an^^30^^g^ivate  employers  to  hire  members  of 


•  Karen  Spar  wrote  this  history. 
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certain  disadvantaged  target  population  groups,  including  welfare 
recipients  and  economically  disadvantaged  >outh.  This  tax  cred.'t 
replaced  a  previous  New  Jobs  Tax  Credit,  which  had  no  specific 
targeting  provision,  and  a  p.:evious  credit  for  hiring  certain  welfare 
recipients. 

Congress  created  the  Job  Training  Partnership  Act  (JTPA)  in 
1982,  to  replace  CETA  with  a  new  private  sector-oriented  training 
program  for  economically  disadvantaged  adults  and  youth.  Public 
&t;rvice  employment  was  eliminated  as  a  program  activity,  anJ  sep- 
arate funding  for  youth  v/as  replaced  by  a  requirement  that  local 
areas  spend  at  least  40  percent  of  their  overall  allotment  on  pro- 
grams serving  low-income  youth.  In  another  major  change  from 
CETA,  JTPA  placed  strict  limits  on  the  amount  of  income  support 
and  supportive  services  available  to  program  participants. 

The  following  table  shows  aggregate  Federal  spending  for  em- 
ployment  and  training  programs  from  1968  to  1983.  Programs  in 
the  table  include  those  discussed  in  this  appendix,  the  Manpower 
Development  and  Training  Act,  certain  employment  and  training 
programs  under  the  Economic  Opportunity  Act,  the  Emergency 
Employment  Act,  the  Comprehensive  Employment  and  Training 
Act;  and  the  Job  Training  Partnership  Act. 

TABlE  i.-  EXPENDITURES  FOR  MAJOR  FEDERAL  EMPLOYMENT  AND  IRAINING  PROGRAMS, 

1968-83 

fin  millions) 


Current  Constant 
dollars »  dollars 


1968.   $973  $2,826 

1969...   1,074  2,976 

1970....   1,063  2,781 

1971........   1,163  2,893 

1972   2,309  5,544 

1973   2,384  5,503 

1974   1,670  3,538 

1975   3,122  5,956 

1976   5,029  8,958 

1977   5,671  9,395 

1978   9,532  14,750 

1979.........  «   9,445  13,247 

1980,..,   8,860  10,942 

1981.....   7,700  8,561 

1982.   3,772  3,905 

1983   4,048  4,048 


01  itit  dfnounti  b^H  dfeve.  Ihe  kWomg  eApendilurtsS  mit  \q\  pubfic  .^a'lce  employment  1972.  $962 
milion,  1973.  S1.239  million.  1974.  $281  milfJon.  1975.  $1,040  milhoi.  1976.  $2,442  million,  1977.  $2,836 
milliOfi.  1978  $5,764  mil'.on.  1979.  $5,041  million.  1980.  $3,696  mill  on.  1981.  $2,387  mWm,  1982.  $38 
mitl'Ori  for  c^os^ut  costs.  1983,  $45  miMn  for  closeo'jt  costs) 

Source  US  Department  of  Labor;  Federal  budget  documents 
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Impact  on  Children  in  Poverty 


The  impact  of  Federal  emploj^ment  and  training  programs  on 
poor  children  can  be  examined  in  two  ways.  First,  many  partici- 
pants in  such  programs  are  low  income  parents,  whose  children 
may  benefit  in  the  long-term  from  the  increased  employability  of 
their  parents  and  in  the  jhort-term  from  their  parents'  increased 
income  from  public  senice  jobs  or  training  allowances.  Second, 
young  peiple  themsehes  have  been  the  direct  beneficiaries  of 
many  employment  a;iu  training  programs,  including  Job  Corps  and 
Neighborhood  Yi  uth  Corps,  the  youth  title  of  CETA,  and  programs 
under  JTPA,  wlach  include  continuations  of  previous  programs 
such  as  Job  Corps  and  the  Summer  Youth  Employment  Program. 
Some  of  these  programs  have  served  youth  as  young  as  14  to  15 
years  old. 


An  exairination  of  MDTA  classroom  trainees  during  the  period 
from  1963  to  1973  shows  that  63  percent  were  poor,  with  incomes 
below  the  poverty  line.  Of  MDTA  participants  during  that  period, 
almost  14  percent  were  youth  under  the  age  of  19  and  almost  25 
percent  were  between  the  ages  of  19  and  21.  More  than  half  of  the 
MDTA  classroom  trainees  were  heads  of  households  (56  percent), 
about  41  percent  were  women,  and  13  percent  were  welfare  recipi- 
ents.^ No  comprehensive  national  data  are  available  showing  the 
percentage  of  MDTA  participants  who  had  children.  However,  an 
early  sample  of  1,400  participants  in  MDTA  classroom  training, 
who  terminated  from  the  pr  jram  between  June  of  1964  and  Feb- 
ruary of  1965,  found  that  56  percent  of  respondents  reported 
having  no  children,  while  16  percent  had  one  child,  19  percent  had 
two  or  three  children,  and  the  remainder  had  four  children  or 
more.^ 

Benefits  from  participating  in  MDTA  draining,  in  terms  of  in- 
creased earnings,  time  employed  and  hourly  wage  rates,  were 
greatest  among  the  disadvantaged  participants.  ''Nevertheless,"  an 
analysis  of  MDTA  found,  "the  average  disadvantaged  enrollee  was 
not  raised  out  of  poverty  .  .  .  the  trend  was  simply  from  deep  in 
the  depths  of  poverty  to  near  its  upper  ranges."  ^  In  the  10  years 
from  1963  through  1973,  MDTA  served  a  total  of  2.3  million  indi- 
viduals, of  whom  almost  two-thirds  were  enrolled  in  classroom 
training  and  about  another  third  were  in  on-job-training.* 


To  the  classroom  and  on-job-training  programs  provided  under 
MDTA,  the  Economic  Opportunity  Act  added  several  new  initia- 
tives such  as  the  Neighborhood  Youth  Corps  (NYC),  the  Job  Corps, 
and  work  experience  and  training.  The  original  NYC  consisted  of 


*  Manpower  Report  of  the  President,  Government  Printing  Office.  Wa^h ,  DC.  1974,  p  3fi2 

*  National  Opinion  Research  Center.  A  Nationwide  Evaluation  of  MDTA  In.^-titulional  Train 
ig  Pro?;rams  UniversUy  of  Chicago,  Oct.  1966.  p  17.  ^  ^. 

»  Mangum.  Gann  and  John  Walfh  A  Decade  of  Manpowei  De\elopmcnt  and  Tra»a.nR  Ol>ni 
us  PubLhing  Company.  Salt  Lake  City.  Utah.  1983  p  34. 

*  Manpower  Report  ol  the  Prei^ident.  1974.  p.  358  ^ 
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part-time  jobs  for  youth  in  school  and  full-time  jobs  for  out-of- 
school  youth  aged  16  to  20.  The  in-schcol  component  eventually 
was  made  available  to  youngsters  aged  14  and  15,  in  addition  to 
older  youth,  and  a  summer  jobs  component  also  was  added.  This 
summer  program  operates  today  as  title  II-B  of  the  JTPA. 

NEIGHBORHOOD  YOUTH  CORPS 

Between  1965  and  1973,  NYC  served  a  total  of  about  5  million 
youths,  with  three-fifths  of  enrollments  in  the  summer  program.*^ 
Participating  youngsters  primarily  received  income  in  the  form  of 
training  stipends  and  work  experience,  rather  than  occupational 
training.  Towards  the  end  of  the  program,  its  focus  shifted  toward 
skill  training,  supportive  services  and  remedial  education.  Assess- 
ments of  NYC  found  the  in-school  component  somewhat  more  effec- 
tive than  the  out-of-school  component  in  increasing  participants* 
future  earnings  and  employment  potential.  In  general,  however, 
the  program  did  not  show  significant  long-term  economic  benefits, 
but  instead  provided  low  income  youngsters  with  income  while  en- 
rolled in  the  program  and  served  as  a  "combination  income  main- 
tenance  and  maturation  device  to  help  youths  stay  out  of  trouble 
until  they  are  old  enough  to  get  a  sustaining  job  or  to  enroll  in  a 
training  program."  ^ 

JOB  CORPS 

The  Job  Corps  also  originated  under  the  Economic  Opportunity 
Act  and  exists  today  as  title  IV-B  of  the  JTPA.  Primarily  a  resi- 
dential skill  training  and  remedial  education  program.  Job  Corps 
aims  to  break  the  cycle  of  poverty  for  extremely  disadvantaged 
youngsters.  The  most  recent  evaluation  of  the  program— a  study  of 
1977  Job  Corps  enrollees  up  to  4  years  after  leaving  the  program- 
found  that  Job  Corps  has  been  "at  least  moderately  successful"  in 
increasing  participants'  employnr.ent  and  earnings,  improving 
future  labor  market  opportunities,  reducing  dependence  on  welfare 
assistance,  and  reducing  criminality.'^  Specifically  in  regard  to  wel- 
fare dependence,  the  evaluation  found  a  50  percent  redaction  in 
the  receipt  of  Aid  to  Families  With  Dependent  Children  (AFDC) 
and  general  assistance  and  a  10  percent  reduction  in  receipt  of  food 
st  :mps  after  participation  in  the  program.  This  reduction  in  wel- 
fare dependence  was  strongest  among  females  without  children  and 
weakest  for  young  mothers.® 

These  positive  impacts  of  Job  Corps  appeared  to  persist  through- 
out the  4  year  follow-up  period,  althougn  they  varied  according  to 
individual  participant  characteristics.  Female  participants  with 
children,  who  constituted  the  smallest  group  of  participants, 
showed  much  less  benefit  from  the  Corps  than  males  or  females 
without  children.^  Because  of  Job  Corps*  residential  nature  and  the 


»Ibid,p,m 

•  ColdbcTR.  Harriet  ICcighborhvKKi  Yuuth  Curps  [m]  The  Impact  of  Government  Manpower 
Programs  Charles  Perry,  et  al ,  eds  University  of  Pennsylvania,  1&75,  p  AAiK 

'  Mulhematica  Po]<t>  Research,  Inc  Evaluatiwn  of  the  Econvmit  Impact  of  the  Job  Gjrpa  Pro- 
gram Prepared  for  the  U.S  Department  of  Labor.  Sept.  19^^2,  p  ni. 
•Ibid.pp 

•  Ibid ,  p  V. 
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extensive  level  of  services  provided,  it  ib  a  relatively  expensive  pro- 
gram to  operate.  However,  the  latest  evaluation  estimates  that 
social  benefits  of  the  program  (including  reduction  in  crime  rates 
as  well  as  economic  benefits)  exceeded  program  costs  in  1977  by  45 
percent  J®  The  study  found  a  net  reduction  of  $500  (in  1977  dollars) 
per  Job  (>)rps  participant  in  spending  for  seven  transfer  programs 
during  the  4-year  follow-up  period,  including  AFDC,  Medicaid,  gen- 
eral assistance,  food  stamps,  public  housing,  unemployment  insur- 
ance and  workers*  compensation.  For  participants  with  children 
(both  male  and  female),  the  net  reduction  in  AFDC  costs  was  $23 
per  participant,  and  for  participants  without  children,  the  net  re- 
duction in  AFDC  was  $99  per  participant.  Savings  in  administra- 
tive costs  related  to  the  seven  transfer  programs  were  estimated  at 
$108  per  participant,  with  administrative  costs  savings  in  AFDC  es- 
timated at  $39  per  participant  and  administrative  savings  in  food 
stamps  estimated  at  $24.^^  Between  1965  and  1983,  almost  a  mil- 
lion youngsters  had  enrolled  in  the  Job  Corps. 

WORK  EXPERIENCE  AND  TRAINING  PROGRAM 

Training  programs  for  low-income  household  heads  were  specific 
cally  authorized  by  title  V  of  the  Economic  Opportunity  Act.  The 
goal  of  this  Work  Experience  and  Training  (WEPT)  program  was  to 
'expand  the  opportunities  for  constructive  work  experience  and 
other  needed  training  available  to  persons  who  are  unable  to  sup- 
port or  care  for  themselves  or  for  their  families."  More  than  90 
percent  of  participants  in  the  program  were  heads  of  households, 
with  an  average  of  more  than  three  children  per  trainee.^*  Al- 
though about  70  percent  of  WET  participants  were  welfare  recipi- 
ents, more  than  half  of  program  expenditures  were  for  income 
maintenance.  States  were  required  to  establish  a  "basic  needs" 
level  for  participants  and,  in  the  case  of  public  assistance  recipi- 
ents, to  supplement  the  regular  welfare  check  up  to  the  basic  needs 
level,  and,  in  the  case  of  people  not  receiving  public  assistance,  to 
provide  the  entire  basic  needs  level  from  title  V  funds.  Participants 
also  received  payment  for  work -connected  expenses,  such  as  trans- 
portation, work  clothes,  and  meals. 

Little  data  are  available  to  assess  the  impact  of  the  Fconomic 
Opportunity  Act's  Work  Experience  and  Training  Program.  In  gen- 
eral, however,  the  program  appears  not  to  have  greatly  succeeded 
in  reducing  or  ending  dependence  on  welfare.  Three  out  of  four 
participants  failed  to  complete  the  training  or  work  experiencei 
only  a  third  of  program  participants  found  or  were  placed  in  jobs, 
and  half  the  participants  continued  on  public  relief  after  leaving 
the  program.''^  Between  1965  and  1968,  the  WET  program  served 
approximately  278,000  individuals.'^  During  1969,  the  program  was 


Ibid  »  p.  vi. 
>>Ibid.,  p.  224-26. 
Job  Corps  in  Brief,  fiscal  year  1983.  U.S.  Department  of  Labor. 
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and  Industrial  Relations,  Wayne  State  University,  Michigan,  1967.  p.  72. 
»Mbid.,p-87. 

»*  Manguni»  Garth<  The  EnierKenrt'  uf  Manpower  Polit>.  Human  Resources  In^titut^;.  Lriivcr 
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W.E«  Upjohn  Institute  for  Employment  Research,  Kalamazoo,  Michigan,  1976,  p.  22. 
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phased  out  in  favor  of  the  Work  Incentive  (WIN)  program  for  wel- 
fare recipients,  added  to  the  Social  Security  Act  in  1967  (see  chap- 
ter VI). 


Also  in  the  original  Economic  Opportunity  Act  of  1964,  the  Fed- 
eral Government  recognized  the  disincentive  to  work  inherent  in 
the  existing  public  assistance  system,  which  penalized  welfare  re- 
cipients for  each  dollar  of  earned  income  by  deducting  the  entire 
amount  of  net  earnings  from  their  public  assistance  payment.  Title 
VII  of  the  Economic  Opportunity  Act  attempted  to  provide  welfare 
recipients  with  an  incentive  to  work,  by  allowing  them  to  add  some 
of  their  net  earnings  to  their  welfare  payment.  Under  this  provi- 
sion. States  were  required  to  disregard  the  first  $85  of  a  person  s 
monthly  earnings,  plus  half  the  remainder,  in  determining  that 
person's  eligibility  and  payment  level  under  public  assistance  pro- 
grams authorized  by  the  Social  Security  Act.  (For  a  further  discus- 
sion of  the  earnings  disregard  in  Federal  public  assistance  pro- 
grams, see  appendix  D.) 


The  Federal  arsenal  of  employment  and  training  programs  was 
supplemented  in  1971  by  public  service  jobs,  with  enactment  of  the 
Emergency  Employment  Act.  The  program's  immediate  goal  was 
transitional  public  service  jobs  for  unemployed  and  underemployed 
individuals,  but  it  also  gave  special  consideration  to  certain  target 
groups,  including  welfare  recipients  and  youth  entering  the  labor 
force.  Between  August  1971  and  June  1973,  the  2-year  emergency 
program  served  a  total  of  404,000  individuals,  of  which  113,000 
were  youth  in  summer  programs.  Of  the  total  participants  in  FY 
1983,  18  percent  were  disadvantaged  and  14  percent  were  welfare 
recipients.'''  The  Emergency  Employment  Act  made  no  special  pro- 
vision regarding  the  treatment  of  earnings  in  public  service  jobs  by 
recipients  of  puolic  assistance  programs. 

COMPREHENSIVE  EMPLOYMENT  AND  TRAINING  ACT 

The  Emergency  Employment  Act  was  the  precursor  to  the  public 
ser  ice  employment  component  of  CETA,  enacted  2  years  later  in 
197o.  The  original  version  of  CETA  contained  a  program  of  transi- 
tiuftdl  public  service  jobs  for  the  economically  disadvantaged,  which 
was  augmented  later  with  a  countercyclical  program  for  unem- 
plo>ed  people  who  were  not  necessarily  poor.  Although  the  transi- 
tional program  was  more  focused  on  the  disadvantaged  than  its 
predecessor  under  the  Emergency  Employment  Act,  less  than  half 
(48  percent)  of  the  participants  in  this  program  in  FY  1975  had  in- 
comes below  the  poverty  line.  Only  7  percent  of  total  program  par- 
ticipants  received  AFEfc,  and  9  percent  received  other  forms  of 
public  assistance.  The  countercyclical  program  was  slightly  less 
targeted,  with  44  percent  of  all  FY  1975  enrollees  below  the  pover- 
ty line,  6  percent  AFDC  recipients  and  8  percent  recipients  of  other 
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forms  of  public  assistance  J*  However,  eligibility  criteria  for  both 
programs  were  tightened  and  focused  more  specifically  on  the  dis- 
advantaged by  amendments  in  1978.  As  a  result,  in  FY  1979,  68 
percent  of  the  transitional  program  enrollees  were  under  the  pov- 
erty line  and  86  percent  were  considered  economically  disadvan- 
taged, with  incomes  below  70  percent  of  the  Bureau  of  Labor  Sta- 
tistics' (BLS)  lower  living  standard.  Participation  among  AFDC  re- 
cipients had  increased  to  13  percent  of  all  transitional  program 
participants,  and  8  percent  of  transitional  program  participants  in 
FY  1979  received  other  forms  of  public  assistance.  In  the  countercy- 
clical program,  63  percent  of  FY  1979  participants  had  incomes 
below  the  poverty  line,  and  86  percent  were  considered  economical- 
ly disadvantaged.  Of  total  countercyclical  enrollees  in  FY  1979,  12 
percent  were  AFDC  recipients  and  7  percent  received  other  public 
assistance.'®  ^ 

By  FY  1981,  which  was  the  last  year  of  public  service  employ- 
ment (PSE)  under  CETA,  94  percent  of  transitional  enrollees  and 
84  percent  of  countercyclical  enrollees  had  incomes  below  the  pov- 
erty line.  Almost  99  percent  of  transitional  enrollees  were  consid- 
ered economically  disadvantaged,  compared  with  92  percent  of 
countercyclical  enrollees.  AFDC  recipients  constituted  almost  20 
percent  of  all  tranbitional  program  participants  and  more  than  15 
percent  of  all  countercyclical  program  participants.  Another  3  per- 
cent of  enrollees  in  both  programs  received  other  public  assistance. 
About  a  quarter  of  enrollees  in  both  programs  in  FY  1981  were 
under  the  age  of22.2^> 

In  addition  to  authorizing  public  service  employment,  CETA  con- 
solidated and  absorbed  many  of  the  classroom  training,  work  expe- 
rience, and  on-job-training  programs  previously  operated  under 
MDTA  and  EOA.  The  training  component  of  CETA  also  tended  to 
serve  more  disadvantaged  participants  as  the  program  grew  older. 
Of  trainees  in  FY  1975,  77  percent  had  incomes  belov/  the  poverty 
line.  Of  all  trainees  in  that  year,  16  percent  were  AFDC  recipients, 
and  11  percent  received  other  public  assistance.  By  FY  1981,  99 
percent  of  trainees  were  considered  economically  disadvantaged, 
defined  as  having  incomes  lower  than  70  percent  of  the  BLS  lower 
living  standard  or  100  percent  of  the  poverty  line.  AFDC  recipients 
made  up  21  percent  of  all  program  pai*ticipants  and  4  percent  re- 
ceived other  public  assistance.  Of  CETA  trainees  in  FY  1981,  45 
percent  were  under  the  age  of  22.^* 

The  Omnibus  Budget  Reconciliation  Act  of  1981  (P.L.  97-35) 
made  deep  cuts  in  Federal  funds  for  CETA  training  programs  and 
prohibited  further  funding  of  public  service  employment  under 
CETA  after  FY  1981. 


'National  Cummi&isiun  fur  Eniplu>nipnt  Puiic>.  Sixth  Annual  Report  to  the  President  and 
Congress.  WashingKin.  D.C.  1980,  p.  112. 
"Mbid..  p.  112. 

Employment  and  Training  Report  ul  the  President.  Guveii.ment  Printing  Offis.e.  Washing 
ton.  DC.  1982.  p.  30. 

'  Employment  and  Training  Report  uf  the  President  GuvCrnment  PnntinK  OfTivei  Washing 
ton.  D.C.  1976.  p.  344.  Employment  and  Trammg  Report  of  the  President.  1982.  p.  291 
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TREATMENT  OF  EARNINGS  OF  WELFARE  RECIPIENTS 

No  special  provision  was  made  regarding  the  treatment  of  earn- 
ings paid  to  public  assistance  recipients  in  CETA  public  service  em- 
plo>ment  programs.  However,  public  assistance  recipients  enrolled 
in  CETA  training  programs  were  entitled  to  an  incentive  allowance 
for  each  hour  in  training,  not  to  exceed  $30  per  week,  which  CETA 
law  required  States  to  disregard  in  computing  the  trainee  s  pay- 
ment levels  under  public  assistance  programs. 

PARENTAL  STATUS  OF  PARTICIPANTS 

No  data  are  available  on  the  extent  to  which  CETA  public  serv- 
ice jobs  and  training  programs  helped  lift  families  with  children 
out  of  poverty.  However,  an  examination  of  Table  2,  derived  from 
FY  1981  participant  data,  indicates  families  with  children  were  in 
fact  significantly  affected  by  CETA  programs. 

TABLE  2.~SELECTED  CHARACTERISTICS  OF  FISCAL  YEAR  1981  PARTICIPANTS  IN  MAJOR 

CETA  PROGRAMS 

[In  percentages] 


Training        Transitional  public  Countercycltcal 

— ~   service  public  service 

empioymenl  employment 


Male  Female 


Male     Female     Male  Female 


Single  parents   4  36  3  42  5  37 

Parents  in  two-parent  families   17  13  20  14  23  17 

No  dependents   71  54  54  48  65  52 

One  dependent   10  20  13  23  12  24 

Two  dependents   7  14  8  16  9  13 

Three  to  five  dependents   10  11  14  12  12  10 

Six  or  more  dependents   11112  0 

Source.  Compiled  from  data  contdincd  in  Employment  and  Tjaining  Report  of  tlie  President,  1982,  tables  F- 
10.3,  F-IOJ,  and  F-10.12. 

Although  most  of  the  male  participants  were  not  parents  and 
had  no  dependents,  about  half  the  female  trainees  and  more  than 
half  of  the  female  public  service  employees  were  parents  and,  in 
fact,  were  more  likely  to  be  single  parents.  It  seems  reasonable  to 
conclude  that  a  substantial  number  of  poor  children  were  affected 
by  their  parents*  participation  in  CETA,  particularly  when  the  size 
of  the  CETA  programs  is  considered.  From  the  program *s  begin- 
ning in  1975  through  1982,  almost  12  million  people  were  served  in 
the  main  training  and  Public  Service  Employment  components,  of 
whom  more  than  5  million  were  women.  EnroUees  received  cer- 
tain supportive  services,  such  as  day  care,  in  addition  to  training  or 
subsidized  work,  and  enrollees  in  the  training  programs  also  re- 
ceived allowances  generally  equivalent  to  the  minimum  wage.  (For 
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a  person  with  only  one  dependent,  the  minimum  wage  generally 
has  provided  an  income  higher  than  the  poverty  threshold.) 

Evaluations  of  CETA  enroUees  in  fiscal  year  1979  for  up  to  2 
years  after  participating  in  the  program  show  that,  on  the  average, 
participants  experienced  substantial  improvements  in  employment 
and  earnings.  These  data  are  not  broken  down  by  family  status  but 
they  do  indicate  that  people  with  the  lowest  earnings  before  par- 
ticipating in  the  program  experienced  the  largest  percentage  gains 
in  subsequent  earnings  (although  not  necessarily  the  largest  gains 
in  absolute  dollars).  This  group  included  women,  workers  under  the 
age  of  21,  and  minorities  Further,  these  gains  were  sustained,  and 
in  fact  increased,  over  the  2-year  period  following  program  termi- 
nation.^^ 

Public  assistance  dependence  also  decreased  following  participa- 
tion in  CETA  programs.  The  percentage  of  CETA  terminees  whose 
families  received  some  form  of  public  assistance  dropped  from  46 
percent  in  the  year  before  program  participation  to  36  percent 
during  the  second  year  after  termination. 


Although  almost  half  of  regular  CETA  trainees  and  a  fourth  of 
public  service  employees  were  under  the  age  of  22,  legislation  en- 
acted in  1977  autnorized  a  separate  title  of  CETA  devoted  exclu- 
sively to  disadvantaged  youth.  The  Youth  Employment  and  Demon- 
stration  Projects  Act  (YEDPA)  authorized  a  variety  of  experimen- 
tal approaches  to  the  problem  of  youth  unemployment.  Programs 
authorized  by  YEDPA  included  the  Youth  Employment  and  Train- 
ing Program  (comprehensive  services  for  youth  aged  14  through 
21),  Youth  Community  Conservation  and  Improvement  Projecte 
(short-term  work  experience  and  skill  training  for  16-  to  19-year- 
olds),  the  Young  Adult  Ckjnservation  Corps  (emplo3rment  in  conser- 
vation projecte  for  unemployed  individuals  aged  16  to  23),  and  the 
Youth  Incentive  Entitlement  Pilot  Projecte  (a  demonstration  pro- 
gram  of  guaranteed  jobs  for  16-  to  19-year-olds  who  promised  either 
to  remain  in  school  or  to  return  to  scnool).  In  addition,  pre-existing 
programs  including  the  Job  Corps  and  Summer  Youth  Employment 
Program,  eventually  were  folded  into  the  new  CETA  youth  title. 

Youngsters  participating  in  one  of  the  youth  programs  under 
CETA  received  a  variety  of  assistance,  including  remedial  educa- 
tion, pre-employment  training,  skill  training,  work  experience,  sub- 
sidized jobs  and  training  allowances.  Between  1978  and  1982, 
almost  2  million  youth  participated  in  one  of  the  four  m^'or  pro- 
grams authorized  by  YEDPA,  excluding  the  Job  Corps  and 
Summer  Youth  Employment  Program.^*^  Earnings  or  allowances 
paid  to  i)articipante  in  either  the  Youth  Incei/ive  Entitlement 
Pilot  Projecte,  Youth  Community  Conservation  and  Improvement 
Projecte  or  Youth  Employment  and  Training  Programs  were  specif 
ically  disregarded  in  determining  the  eligibility  of  the  youth's 


"  Wcstal,  CIMS  FjUow  Up  Rcpgrt  No.  12.  Poalprogram  Expenencet,  with  Pre.  Poet  Compan 
sions  for  Terminees  Who  Entered  CETA  Dunng  fwcal  year  WS.  Prepared  foi  tho  U.S.  Depart 
ment  of  Labor.  Apr.  19S4,  p.  1-5. 
Ibid,,  p.  1-6. 
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family  for  public  assistance  and  in  computing  the  family's  payment 
level,  under  a  provision  contained  in  the  youth  title  of  CETA. 

An  evaluation  of  participants  in  two  of  the  YEDPA  programs 
(Youth  Employment  and  Training  Programs  and  the  Youth  Com- 
munity Conservation  and  Improvement  Projects)  and  of  individuals 
under  the  age  of  22  enrolled  in  the  regular  training  component  of 
CETA  found  substantial  improvement  in  participants'  post-pro- 
gram earnings  and  employment.  Earnings  and  employment  gains 
continued  to  increase  as  much  as  a  year  and  a  half  following  pro- 
gram termination.  The  largest  percentage  increase  (although  not 
necessarily  absolute  increase)  was  among  groups  with  the  lowest 
pre-program  earnings,  including  females,  youth  age  17  or  younger, 
and  minorities.  Improvement  in  earnings  was  due  primarily  to  in- 
creased employment,  rather  than  increased  wages.^^ 

In  addition  to  the  direct  benefits  to  youth  participants  in  CETA 
programs,  a  small  number  of  youth  program  participants  also  had 
children  of  their  own.  Of  the  male  participants  in  FY  1981,  1  per- 
cent reported  being  single  parents  and  another  1  percent  were  par- 
ents in  a  two-parent  family.  Of  the  females  that  year,  6  percent 
were  single  parents  and  1  percent  were  parents  in  a  two  parent 
family.^*^ 

A  separate  evaluation  of  the  Youth  Incentive  Entitlement  Pilot 
Projects  found  the  demonstration  had  a  substantial  impact  on  re- 
ducing youth  unemployment,  particularly  among  black  youth  and 
youngsters  aged  15  and  16.  One  of  the  goals  of  the  demonstration 
was  to  determine  the  impact  of  a  guaranteed  job  as  an  incentive 
for  participants  to  remain  in  school  or  return  tc  school.  The  pro- 
gram's evaluators  suggest  that  the  demonstration  showed  the  will- 
ingness to  work  among  disadvantaged  youth  is  in  fact  very  high.^® 

Job  Training  Partnership  Act 

The  most  recent  employment  and  training  program  is  JTPA, 
which  was  enacted  in  1982  and  officially  replaced  CETA  in  1983. 
JTPA  authorizes  many  of  the  same  activities  provided  under  CETA 
with  several  significant  exceptions.  Public  service  employment  is 
prohibited  under  JTPA  and  the  percent  of  funds  that  can  be  used 
for  income  support  and  supportive  services  including  day  care  is 
limited.  At  least  70  percent  of  funds  must  be  used  for  direct  train- 
ing costs.  Work  experience,  a  major  program  activity  for  youth 
under  CETA,  also  is  sharply  limited  under  JTPA.  Funds  for  serv- 
ing both  economlcall>  dlbadvantaged  youth  and  adults  are  provided 
in  a  single  block  grant  to  States  and  service  delivery  areas,  with 
the  requirement  that  at  least  40  percent  of  funda  in  each  service 
delivery  area  must  be  spent  for  youth  through  the  age  of  21.  Wel- 
fare recipients  must  be  served  equitably  according  to  their  propor- 
tion of  the  eligible  population  in  each  service  delivery  area.  Job 
Corps  and  the  Summer  Youth  Employment  Program  continue  as 
separate  programs  under  JTPA. 


2«  Westat,  CLMS  FollowUp  Report  No.  12,  p.  1-7. 

Employment  and  Training  Report  of  the  President.  1982.  p.  310. 

Guerun,  Judith.  Le&^n»  irum  a  Job  Guarantee.  Manpower  Demonstration  Research  Corpo- 
ration. New  York,  p.  20. 
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RELATIONSHIPS  TO  WELFARE  PROGRAMS 


The  law  provides  that  any  allowances  or  earnings  paid  to  JTPA 
participants  in  training  programs,  including  wages  received  in  on- 
job-training,  must  not  be  counted  as  income  in  determining  eligibil- 
ity and  payment  levels  under  other  programs  based  on  need,  except 
for  programs  authorized  by  the  Social  Security  Act.  In  other  words, 
benefits  paid  under  JTPA  to  recipients  of  AFDC,  which  is  author- 
ized by  the  Social  Security  Act,  are  counted  in  determining  eligibil- 
ity and  AFDC  payment  levels.  However,  JTPA  benefits  paid  to  re- 
cipients of  other  programs  based  on  need,  such  as  food  stamps,  are 
disregarded  in  determining  eligibility  and  benefit  levels.  An  excep- 
tion applies  to  dependent  children,  defined  in  the  Social  Security 
Act  as  being  under  the  age  of  18,  whose  families  receive  AFDC  ben- 
efits. States  are  permitted  to  disregard  any  JTPA  benefits,  in  the 
form  of  training  allowances  or  wages,  received  by  dependent  chil- 
dren when  computing  their  families'  eligibility  for,  and  payment 
levels  under,  AFDC.  This  exception  applies  to  no  more  than  6 
months  worth  of  earned  income. 


At  the  time  of  JTPA's  enactment,  there  was  some  concern  that 
certain  features  of  the  program,  particularly  the  limits  on  income 
support  and  supportive  services,  would  enable  only  the  least  disad 
vantaged  among  those  eligible  for  the  program  to  participate.  Eligi- 
bility requirements  are  generally  the  same  as  those  under  CETA. 
at  least  90  percent  of  participants  must  be  economically  disadvan- 
taged, defined  as  members  of  families  receiving  public  assistance  or 
having  incomes  no  higher  than  either  the  Federal  poverty  income 
guideline  or  70  percent  of  the  Bureau  of  Labor  Statistics'  lower 
living  standard.  2^ 


Preliminary  data  available  so  far  from  the  Labor  Department, 
covering  the  program's  first  6  months  of  operations,  indicate  that 
94  percent  of  enroUees  are  economically  disadvantaged  and  37  per- 
cent are  under  the  age  of  22.  At  the  time  of  application  for  the  pro- 
gram, 42  percent  were  receiving  public  assistance,  although  this 
category  is  not  broken  down  by  type  of  public  assistance,  such  as 
AFDC,  food  stamps,  or  general  assistance.  Among  economically  dis- 
advantaged participants  who  have  terminated  from  the  program, 
72  percent  have  been  placed  in  jobs.  Among  program  terminees 
under  the  age  of  22,  70  percent  have  been  placed  in  jobs,  and  66 
percent  of  the  public  assistance  recipients  have  entered  employ- 
ment. During  the  program's  first  6  months,  415,200  individuals  en- 
rolled in  the  program  and  148,200  have  terminated.^^  No  informa- 
tion is  available  on  the  family  status  of  program  participants. 


^•For  a  family  of  four,  the  1983  Federal  poverty  income  guideline  tissued  in  late  February 
iBMt  wa3  $10,200  The  luwet  living  atandard  invome  level  for  a  family  of  foui*  issued  m  August 
A9b4  by  the  I>[?partmtnt  of  Labor,  ranged  from  $11,670  »n  the  non metropolitan  South  to  $12,390 
in  the  metropolitan  West. 

'0  Analysis  of  Job  Training  Longitudinal  Survey  Quick  Turnaround  Data.  JTPA  Title  II  A 
(October  1983-March  1984).  U.S.  Department  of  Labor,  Aug  1984. 
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The  JTPA  operates  on  a  program  year  basis,  rather  than  a  fiscal 
year  basis,  with  program  years  running  from  July  1  to  June  30. 
Total  appropriations  for  JTPA's  first  full  program  year,  from  July 
1,  1984,  to  June  30,  1985,  are  $3.7  billion.  Of  this  total,  $1.9  billion 
is  used  for  the  title  II-A  block  grant  to  States  for  training  the  eco- 
nomically disadvantaged,  $825  million  is  available  for  the  Summer 
Youth  Employment  Program,  and  $600  million  is  provided  for  the 
Job  Corps.  Remaining  funds  include  $223  million  for  programs  for 
dislocated  workers,  and  about  $194  million  for  various  national  ac* 
tivities. 


In  addition  to  Federal  grant  programs  for  training  and  employ- 
ing the  disadvantaged,  tax  credits  also  have  been  available  to  pri- 
vate employers  for  hiring  certain  individuals. 


The  first  of  these  in  recent  years  was  enacted  in  1971  and  avail- 
able for  hiring  AFDC  recipients  registered  with  the  WIN  program. 
This  credit,  called  the  WIN  tax  credit,  was  not  widely  used  and  was 
liberalized  in  1975  and  1976  to  make  it  more  attractive  to  employ- 
ers. Also  in  1975,  a  separate  credit,  called  the  welfare  recipient  tax 
credit,  was  authorized  for  employers  hiring  AFDC  recipients,  re- 
gardless of  whether  these  individuals  were  registered  with  WIN. 
TTiis  extended  the  credit  to  wages  paid  for  nonbusiness  employ- 
ment  (such  as  domestic  work).  In  1977  and  1978,  another  tax  credit 
was  made  available  to  employers  for  any  nev.  employees  hired. 
This  New  Jobs  Tax  Credit  was  not  targeted  on  any  specific  popula- 
tion group. 

The  WIN  tax  credit  was  not  widely  used  and  the  welfare  recipi- 
ent tax  credit  was  used  even  less.  (Both  were  replaced  in  1981  by 
the  Targeted  Jobs  Tax  Credit.)  In  general,  only  about  25  percent  of 
employers  hiring  WIN  registrants  who  were  eligible  for  the  tax 
credit  actually  claimed  the  credit.^  ^  In  FY  1975,  of  individuals  for 
whom  the  WIN  credit  was  claimed,  64  percent  were  female  and  36 
percent  were  male,  while  92  percent  of  the  individuals  for  whom 
the  welfare  recipient  credit  was  claimed  were  female  and  only  8 
percent  were  male.''^  The  following  table  shows  the  number  of  cer- 
tifications issued  annually  under  the  WIN  tax  credit,  from  1973 
through  1980.  As  for  the  separate  welfare  recipent  credit,  research- 
ers estimated  that  its  use  had  been  minimal,  with  only  1,200  certi- 
fications issued  during  the  first  15  months.^^  The  two  credits  were 
combined  in  1978. 


IMPACT*  Inc.  An  obbessment  of  WIN  and  Welfare  Tax  Credits,  Minneapolis,  Minn.,  Mar. 
1977,  p.  xix. 
»Mbid.p.  27. 
33  Ibid.,  p.  68, 
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TABLE  3.-WIN  TAX  CREDIT  CERTIFICATIONS,  1973-83 


Fiscal  year 


Certifications 


Fiscal  year 


Certifications 


1973.. 
1974.. 
1975.. 
1976.. 


24,853 
39,788 
26,042 
28,215 


1977.. 
1978.. 
1979.. 
1980.. 


35,266 
36,085 
42,713 
52,625 


Sources.  IMPACT,  Inc.  An  Assessment  ol  WIN  and  Welfare  Tax  Credits.  Mar.  1977,  p.  67.  Senate  Finance 
Committee  and  Joint  Committee  on  Taxation,  Background  on  Tax  Incentives  for  Employment.  Apr.  1981.  p.  13. 

TARGETED  JOBS  TAX  CREDIT 

The  Revenue  Act  of  1978  created  the  Targeted  Jobs  Tax  Credit, 
which  replaced  the  New  Jobs  Tax  Credit,  and  in  1981,  also  replaced 
the  WIN  and  welfare  recipient  tax  credits.  Under  current  law,  eli- 
gible TJTC  workers  include  low-income  youth  aged  18-24,  low- 
income  youth  aged  16-19  enrolled  in  cooperative  education  pro- 
grams, public  assistance  recipients,  disabled  workers  in  rehabilita- 
tion programs,  low-income  Vietnam  veterans  and  low-income  ex- 
convicts.  The  credit  equals  50  percent  of  the  employee's  first  $6,000 
in  wages  during  the  first  year,  and  25  percent  in  the  second  year. 
Employers  also  may  claim  a  credit  of  85  percent  of  the  first  $3,000 
in  earnings  for  low-income  16-  to  17-year-olds  hired  for  the 
summer.  Of  the  credits  claimed  by  employers  for  year-round  work- 
ers, two-thirds  are  for  young  workers  (under  24).  In  general,  these 
youngsters  have  been  less  disadvantaged  than  typical  youth  partici- 
pants in  other  Federal  employment  and  training  programs,  such  as 
CETA  and  JTPA.^* 

Firms  using  the  TJTC  have  tended  to  increase  their  rate  of 
hiring  disadvantaged  youth,  however,  data  are  insufficient  to  deter- 
mine whether  the  credit  has  resulted  in  a  net  increase  in  jobs  over- 
all, or  whether  the  increased  hiring  of  youth  has  resulted  from  dis- 
placement of  adults. 

The  following  table  shows  the  number  of  TJTC  certifications  for 
each  fiscal  year  since  the  credit  began.  Table  5  shows  the  percent 
of  certifications  by  target  group  for  FY  1983  and  the  first  three 
quarters  of  FY  1984. 

TABLE  4.-TJTC  CERTIFICATIONS,  1979-84 


Fiscal  year 


Certifications 


1979  (six  months)   37,020 

1980   305,743 

981.   411,581 

982    250,316 

1983:   439,506 

1984  (first  three  quarters)   401,916 

Sources  Data  prepared  Iw  the  U.S.  Employment  Service.  Department  of  Labor,  Office  of  Planning  and  Review. 
General  Accounting  Office  letter  report  (GAO/PAD-83-44).  June  8. 1983. 

3« Ck)nm88ional  Budget  omcc.  The  Tcrseted  Jobs  Tax  Credit.  Waahington  DC.  May  1984, 
O    9.22.  ^  - 
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TABLE  5 -TJTC  CERTIFICATIONS  BY  TARGET  GROUP 
[In  ptrcentases] 


Oisd{tvan* 
laged 
youth 

Genera} 
assistance 
recipients 

AFOC 
redpients 

education 
students 

Summer 
youth 

other  > 

1983  

1984  2 

59 
59 

3 
4 

12 
15 

2 
1 

CO  oo 

17 
18 

*  Include:^  low  income  Vietnam  ^eteians,  low  income  ex<X)nvK;tb,  disabled  wofkeis  m  rehabilitation  programs, 
former  CETA  public  service  enrollees,  and  Supplemental  Security  Income  recipients. 
^  Includes  only  the  first  three  quarters  of  fiscal  year  1984. 

Souice.  Data  prepared  by  the  U.S.  [mployment  Service,  Department  of  Ubot,  Office  of  Planning  and  Review. 


Summary:  Impact  on  Children's  Poi  erty 

It  is  difficult  to  determine  the  success  of  Federal  employment 
and  training  programs  in  reducing  or  ending  poverty  of  families 
with  children.  With  a  few  exceptions,  most  of  the  employment  and 
training  programs  created  in  the  last  20  years  have  not  been  de- 
signed explicitly  as  programs  to  aid  poor  children,  or  even  poor 
families,  although  public  assistance  recipients  have  usually  been 
program  target  groups.  Rather,  the  goal  of  most  of  these  programs 
has  been  to  increase  the  employment  and  earnings  of  disadvan- 
taged individuals,  regardless  of  family  status.  To  the  extent  that 
these  individuals  have  had  children,  or  been  dependent  children 
themselves,  their  participation  in  Federal  work  and  training  pro- 
grams has  affected,  and  in  most  cases  increased,  overall  family 
income. 

The  greatest  percentage  gains  in  income  resulting  from  employ- 
ment and  training  program  participation  have  been  among  enroll- 
ees with  the  lowest  preprogram  earnings,  primarily  women  and  mi* 
norities.  However,  these  gains  in  income  are  mostly  due  to  in* 
created  emplo>ment  rather  than  higher  wages.  While  these  partici- 
pants tend  to  work  more  hours  after  termination  from  a  work  or 
training  program,  they  often  are  working  in  low-wage  jobs.  Depend- 
ing on  their  family  size,  these  individuals  may  still  be  poor  despite 
the  large  gains  in  their  income  resulting  from  program  participa- 
tion. 

Although  billions  of  dollars  have  been  spent  for  Federal  employ- 
ment and  training  programs  during  the  last  two  decades,  these  pro- 
grams have  never  served  a  sufficient  number  of  people  to  make  a 
substantial  impact  on  either  unemployment  or  poverty  rates.  At 
the  peak  of  CETA  s  public  service  employment  program  in  early 
1978.  more  than  750,000  people  were  enrolled,  however,  more  than 
6  million  people  were  unemployed  at  that  time.  Today,  JTPA  pro- 
grams are  expected  to  serve  about  a  million  people  a  year,  yet 
more  than  8  million  people  are  currently  unemployed,  and  about 
35  million  people  are  poor. 
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Job  Curps  is  one  of  the  few  employment  and  training  programs 
explicitly  designed  to  break  the  cycle  of  poverty  among  extremely 
disadvantaged  youth,  by  actually  removing  them  from  their  home 
environment  and  placing  them  in  an  intensive  residential  program 
where  they  receive  remedial  education,  health  and  nutrition  serv- 
ices in  addition  to  employability  development  and  akill  training. 
However,  Job  Corps  also  is  the  most  expensive  of  all  Federal  em- 
ployment and  training  programs,  with  an  average  service-year  cost 
of  about  $14,000.  (Average  length  of  stay  in  Job  Corps  is  about  6 
months,  therefore,  actual  cost  per  participant  is  roughly  half  of  the 
service-year  cost.) 

Youth  employment  programs  have  yielded  results  similar  to  pro- 
grams serving  adults,  that  is,  benefits  are  greatest  among  partici- 
pants with  the  lowest  preprogram  earnings.  However,  these  pro- 
grams also  have  shown  that  work  experience  for  youth,  while  not 
particularly  beneficial  in  the  long-term  when  provided  alone,  can 
be  extremely  useful  when  coupled  with  classroom  training  or  when 
used  as  an  incentive  io  keep  ;?ungsters  in  school.  While  by  no 
means  the  only  factor,  high  school  completion  does  have  a  signifi- 
cant impact  on  employment  rates.  In  1982,  white  youth  aged  16  to 
24  who  had  not  completed  high  school  had  an  unemployment  rate 
of  28  percent,  compared  with  15  percent  for  high  school  graduates, 
and  less  than  9  percent  for  college  graduates.  Among  blacks  aged 
16  to  24  in  1982,  those  with  less  than  4  years  of  high  school  had  an 
unemployment  rate  of  53  percent,  compared  with  36  percent  for 
high  school  graduates  and  24  percent  for  college  graduates.  Howev- 
er, these  relatively  high  rates  for  blacks,  even  among  high  school 
and  college  graduates,  indicate  that  lack  of  education  and  training 
only  partially  accounts  for  the  employment  problems  of  minorities, 
who  are  disproportionately  poor. 

The  last  20  years  have  seen  the  creation,  expansion  and,  most  re- 
cently, retrenchment  of  Federal  employment  and  training  pro- 
grams. While  direct  job-creation  was  a  meyor  activity  in  the  late 
1970s,  the  only  current  program  specifically  intended  to  create  jobs 
is  the  Targeted  Jobs  Tax  Credit,  although  the  JTPA  places  heavy 
emphasis  on  unsubsidized  job  placement.  Given  the  experience  of 
the  last  20  years,  large  numbers  of  families  with  children  are  not 
likely  to  be  lifted  over  the  poverty  threshold  through  training  pro- 
grams. Although  many  individuals,  often  low-income  parents  and 
youngsters,  have  greatly  benefited  from  the  programs,  these  pro- 
grams have  not  been  operated  on  a  large  enough  scale  to  affect 
poverty  rates.  And,  among  those  who  have  benefited  the  most  from 
program  participation,  their  increased  earnings  often  are  not  large 
enough  to  raise  them  above  the  poverty  line,  although  they  reduce 
the  severity  of  their  poverty. 
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I.  Treatment  of  Earnings 

When  the  Social  Security  Act  was  enacted  in  1935,  AFDC  was 
conceived  primarily  as  aid  to  enable  widows  to  stay  home  and  care 
for  their  children.  Society  then  thought  that  these  mothers  neither 
could  nor  should  work  outside  the  home.  The  welfare  check  was  to 
help  needy  children  who  had  lost  their  breadwinner,  and  these  fa- 
therless families  were  expected  to  have  no  earnings.  The  Act  was 
silent  on  the  issue  of  nonwelfare  income  available  to  families  of 
AFDC. 

100  PERCENT  BENEFTF-LOSS  RATE  FOR  EARNINGS 

In  1939  the  Social  Security  Act  was  amended  to  require  that 
States  "take  into  consideration  any  other  income  of  applicants  or 
recipient  in  determining  their  aid."  Under  this  provision,  welfare 
agencies  had  to  apply  any  private  income  obtained  by  families  on 
welfare  to  their  support,  thus  reducing  their  need  for  an  AFDC 
grant. 

For  23  years,  from  1939  to  1962,  this  rule  was  in  operation.  Be- 
cause of  it,  one  dollar  received  in  gross  earnings  caused  a  one 
dollar  cut  in  the  AFDC  grant  in  all  States  that  paid  a  family's  full 
need.  Under  the  law,  a  welfare  mother's  actual  income  declined  by 
the  sum  of  any  work  expenses  if  she  went  to  work  in  such  States. 
In  States  that  paid  less  than  full  need,  however,  families  were  per- 
mitted to  use  private  income  to  fill  all  or  some  of  the  gap  between 
the  State's  maximum  payment  and  the  standard  of  need.  For  in- 
stance, in  South  Carolina  the  need  standard  for  an  AFDC  family  of 
four  in  1960  was  $134  per  month  and  the  maximum  monthly  AFDC 
payment  for  such  a  family  was  only  $63.  The  difference  of  $71  per 
month  could  have  been  met  through  earnings  without  a  reduction 
in  the  aniount  of  the  AFDC  payment  until  earnings  exceeded  $71. 
The  recipient  was  therefore  strongly  motivated  to  work  since  a  rel- 
ati\el>  substantial  amouiit  of  additional  income  could  be^  earned 
without  a  reduction  in  the  welfare  grant.  AFDC  mothers  in  these 
"fill  the-gap"  low  benefit  States  were  given  strong  encouragement 
to  work  by  the  sheer  necessity  tor  additional  income. 

In  1961  Congress  opened  up  AFDC,  at  State  option,  to  needy  fam- 
ilies of  unemployed  parents,  who  by  State  definition  could  include 
partially  employed  fathers.  This  program,  first  adopted  as  a  tempjo- 
rary  anti  recession  measure,  later  was  extended  and,  finally,  in 
1967  was  enacted  into  permanent  law.  However,  as  of  December 
1984,  only  23  States  plus  the  District  of  Columbia  and  Guam  of 
fered  this  program.  Extension  of  AFDC  to  fathers  who  were  unem- 


•  Carmen  Solomon  wrote  this  appendix, 
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ployed  or  had  part-time  jobs  made  more  significant  the  issue  of 
how  to  treat  earnings  of  families  on  welfare. 


Beginning  with  the  1962  Amendments  to  the  Social  Security  Act, 
several  disregards  of  AFDC  earnings  were  enacted,  some  mandato- 
ry, some  optional  with  the  States.  Effective  July  1,  "^63,  States 
were  required  to  disregard  any  expenses  reasonably  attubutable  to 
the  earning  of  wages  in  the  calculation  of  the  AFDC  grant.  This 
was  to  end  the  financial  penalty  for  taking  a  job.  This  rule  reflect- 
ed a  new  philosophy  of  rehabilitating  welfare  mothers  through 
social  services  and  encouraging  their  self-support. 


The  same  Act  permitted  States  to  set  aside  any  or  all  of  the  fami- 
ly's earned  or  other  income  for  the  future  identifiable  needs  of  a 
dependent  child.  In  1965  States  were  permitted  to  disregard  the 
first  $50  earned  monthly  by  children  under  18,  up  to  a  family  max- 
imum of  $150;  about  half  of  the  States  did  so  in  1965. 


National  policy  to  encourage  work  through  incentives  began  in 
1962  but  the  1967  Amendments  to  the  Social  Security  Act  greatly 
extended  this  policy. 

In  1967  Amendments  to  the  Act,  Congress  made  two  major 
changes,  it  required  States,  effective  July  1,  1969,  to  disregard  100 
percent  of  the  earnings  of  each  AFDC  child  who  waj  a  student  and 
not  a  full-time  worker;  and,  further,  to  disregard  the  first  $30  of 
other  family  earnings  per  month  plus  one-third  of  the  remainder. 
The  second  provision  was  to  assure  a  financial  gain  from  work  and 
to  encourage  AFDC  mothers  to  take  jobs.  Added  to  the  provision 
already  in  law  for  mandatory  disregard  of  work-related  expenses, 
the  $30  plus  one-third  disr^ard  rule  (oiHen  called  the  "work  incen- 
tive bonus")  enabled  an  AFDC  mother  to  increase  her  total  income 
(even  if  her  AFDC  grant  equalled  the  State  s  standard  of  need)  by 
$30  in  earnings,  one-third  of  the  remaining  earnings,  and  earnings 
spent  on  work  expenses. 

The  work  incentive  bonus  was  granted  to  families  already  on 
AFDC.  The  House  Ways  and  Means  Committee  said  it  was  with- 
holding this  bonus  from  applicants,  unless  their  net  incomes  were 
below  the  State  s  standard  of  need  and  thus  qualified  them  for 
AFDC  payments,  so  as  to  prevent  expansion  of  AFDC  caseloads. 
Said  the  committee.  "One  possible  result  of  this  provision  is  that 
one  family,  who  started  out  below  assistance  levels,  will  have  some 
grant  payable  to  certain  earnings  levels  because  of  the  exemption 
of  later  earnings  while  another  femily  which  already  had  the  same 
earnings  will  receive  no  grant."  ^ 

The  committee  said  it  understood  the  objections  that  could  be 
raised  to  its  decision,  but  defended  the  rules  as  saving  about  $160 


'  Congrefft  House  Committee  on  Vfay^  and  Means.  Social  Sccunti  Amcndmenta  of  1&67, 
report  to  accompany  H.R.  12(^.  Waahingtoa.  Govt  Pnnv.  Off.,  19G7.  90th  Congrew,  lat  Sc«ion. 
Report  No.  544.  p.  107. 
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million  yearly  and  keeping  off  welfare  people  with  earnings  that 
exceeded  their  financial  need.  "In  short,"  the  committee  summa- 
rized,  "the  provisions  .  .  .  are  .  .  .  designed  to  get  people  off  AFDC 
rolls,  not  put  them  on."  (emphasis  added)  ^ 

Ironically,  one  result  of  the  earnings  disregard  was  to  make  it 
harder  to  earn  one's  way  off  welfare,  and  more  valuable  to  enroll 


In  1981,  major  changes  related  to  earnings  were  made  in  the 
AFDC  program.  The  Administration  maintained  that  work  incen- 
tive disregards  had  not  achieved  their  objective  of  promoting  self- 
sufficiency  since  roughly  the  same  proportion  (16  percent)  of  moth- 
ers had  earnings  in  1981  as  when  the  changes  were  initiated  in 
1967.  The  Omnibus  Budget  Reconciliation  Act  of  1981  repealed  the 
unlimited  disregard  of  work  expenses,  substituting  a  flat  $75 
monthly  standard  (prorated  for  part-time  workers),  and  actual  de- 
duction of  child  care  costs  up  to  $160  per  child  per  month.  It  al- 
lowed the  work  incentive  bonus  ($30  plus  one-third)  only  during  the 
first  four  months  of  employment.  The  law  also  established  a  gross 
income  eligibility  limit  equal  to  150  percent  of  the  State's  need 
standard,  and  changed  the  order  In  which  the  disregards  were  to  be 
applied.  In  effect,  the  1981  provisions  limited  the  total  income  any 
family  could  earn  and  still  qualify  for  AFDC. 


In  1984,  some  of  the  changes  made  in  1981  were  revised.  The  Def- 
icit Reduction  Act  of  1984  increased  the  AFDC  gross  income  limit 
to  185  percent  of  the  State's  standard  of  need,  required  States  to 
disregard  the  first  $75  of  monthly  earned  income  for  both  full  and 
part  time  workers,  and  extended  the  $30  disregard  of  monthly 
earnings  from  four  months  to  twelve  months. 

In  addition,  the  Deficit  Reduction  Act  required  States  to  extend 
Medicaid  coverage  for  9  months  to  persons  who  lose  AFDC  and 
Medicaid  eligibility  because  of  earnings,  provided  they  would  have 
continued  to  receive  AFDC  if  one-third  of  their  remaining  earnings 
vthe  work  incentive  bonus)  were  disregarded.  States  were  permitted 
to  add  another  6  nonths  of  Medicaid  coverage  for  such  persons. 


The  following  example  (table  1)  illustrates  the  impact  of  past  and 
current  welfare  policies  on  a  mother  working  full  time  at  the  mini- 
mum  wage.  The  example  assumes  that  past  policies  were  in  effect 
in  1984.  Assume  that  the  need  standard  and  maximum  benefit 
level  are  $327  a  month  (three-person  family  benefit  in  median 
State),  and  child  care  costs  equal  $100  throughout. 


in  AFDC. 


1981  CHANGES 


1984  CHANGES 


IMPACT  OF  RECENT  CHANGES 
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TABLE  1  -AFDC  EARNINGS  DISREGARD  POLICIES,  1962-84  (HYPOTHETICAL  EFFECT  OF  APPLYING  PAST  POLICIES  IN  1984) 


Gross  earnings  

Plus  EITC.  

Minus  disregards: 

Initial  disregards  

One-third  of  rest  

Child  care  

One-third  of  rest  

Other  expenses  

Total  disregards  

Total  income  to  count  against  AFC.  kn- 

efit  

AFDClwnefit  


Pre-1962  1962  1969 


75  75 

175  389 

581          406  192 

0            0  135 


PoOcies  as  in  effect  on: 
October  1981  October  1984 

1st  4  mo       After  4  mo        Ist  4  mo       After  4  mo 

$581  $581  $581 

32  41  41 

(1)  (2)  (1)  (3)  (1)  (3) 


$581 


$581 


$581 


100 


30 
184 
100 


$581 
32 


>  ineligible. 

'  The  AFDC  gross  income  filing  that  was  in  effect  m  Octobei  1981  would  have  disquaiifieo  the  3-person  family  liom  continued  AfOC  eligibility,  i$581-^$32^1.5A $3271.  If  there  had 
been  no  gross  income  ceiling,  the  tamil)  m\i  have  .eceived  an  AFDC  benefit  equal  to  $55  pei  month  durina  the  first  4  months,  nothing  after  the  first  4  motiths. 

''  Similarly,  the  gross  jncome  ceilme  currently  ir,  effect  Aould  i'%  Jiiqualify  the  three-Mrion  i-<miiy  horn  continued  AFDC  eligibility,  i$581-^$4l.^i.85A$327j.  It  there  were  no  gross 
inco.-ne  limit,  tbe  famiy  would  receive  $49  per  month  for  the  first  4  months;  nothing  thereafter. 
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'  IL  Work  Programs 

The  1961  provision  extending  AFDC  benefits  to  needy  children  of 
unemployed  parents  introduced,  for  the  first  time,  an  identifiable 
group  of  employable  persons  into  the  federally  assisted  welfare  pro- 
grams. In  1962,  C!ongress  allowed  States  to  require  recipients  to 
work  in  community  work  and  training  programs  (CWTP)  in  ex- 
change for  their  AFDC  benefit.  C!ongress  saw  CWTP  as  a  way  of 
providing  useful  work  for  the  unemployed  parent.  The  Social  Secu- 
rity Amendments  of  1967  established  a  new  work  program  under 
title  IV-C  of  the  Social  Security  Act  to  enable  as  many  AFDC  re- 
cipients as  possible  to  find  employment  and  economic  independ- 
ence. In  1981,  Congress  gave  States  the  option  of  setting  up  work 
incentive  (WIN)  demonstration  programs,  work  supplementation 
programs  and  community  work  experience  programs. 

COMMUNITY  WORK  AND  TRAINING  PROGRAM 

The  community  work  and  training  program  (CWTP)  was  estab- 
lished in  1962  to  assist  States  in  encouraging  AFDC  recipients  to 
develop  work  skills  and  to  help  recipients  who  had  been  employed 
previously  to  maintain  their  skills, 

llie  CWTP,  optional  for  States,  required  AFDC  recipients  aged 
18  and  older  to  work  off  their  benefits.  In  addition  to  health  and 
safety  requirements,  CWTPs  had  to  meet  a  number  of  other  condi- 
tions in  order  to  be  approved.  The  payment  for  work  could  be  not 
less  than  the  minimum  rate  established  by  State  law  and  not  less 
than  the  prevailing  community  rate  for  similar  work.  The  work 
had  to  serve  a  useful  purpose  and  not  result  in  the  displacement  of 
regular  workers.  Work  expenses  had  to  be  taken  into  account  in 
determining  need  and  a  person  could  not  be  denied  AFDC  if  he  or 
she  had  "good  cause**  to  refuse  work. 

Although  it  was  expected  that  the  program  \vould  be  used  pri- 
marily for  unemployed  fathers,  the  statute  required  that  if  States 
made  the  program  available  to  mothers  appropriate  day-care  ar- 
rangements would  have  to  be  made  for  the  children  while  the 
mother  was  at  work.  Before  its  authorization  expired  at  the  end  of 
June  1967,  CWTP  operated  in  13  States. 

WIN  AND  WIN  DEMONSTRATIONS 

The  WIN  program  was  established  in  1967  with  the  purpose  of 
providing  skills  assessments,  job  training,  and  employment  place- 
ment to  help  AFDC  re  ipients  to  become  self-supporting.  As  a  con- 
dition of  AFDC  eligibility,  persons  16  years  of  age  or  older,  who  are 
receiving  or  applying  for  AFDC,  must  register  for  work  and  train- 
ing. An  individual  may  be  exempt  from  the  work  registration  re- 
quirement if  he  or  she  is  unable  to  participate  due  to  illness,  inca- 
pacity, advanced  age,  full  time  student  status,  remoteness  from  a 
WIN  site,  the  need  to  care  for  an  ill  or  incapacitated  member  of 
the  household,  or  working  at  least  30  hours  per  week.  Also  exempt 
is  the  parent  caring  for  a  child  under  6  years  of  age;  in  a  two- 
parent  family,  one  parent  is  exempt  if  the  second  parent  is  regis- 
tered for  work. 
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At  the  Federal  level,  the  WIN  program  is  jointly  administered  by 
the  Department  of  Labor  and  the  Department  of  Health  and 
Human  Services.  A  dual  administrative  structure  is  also  in  place  at 
the  State  level,  unless  the  State  has  elected  to  operate  a  three-year 
WIN  demonstration  project.  These  projects,  authorized  by  the  Om- 
nibus Budget  Reconciliation  Act  of  1981  (P.L.  97-35),  permit  States 
to  design  an  alternative  to  WIN,  administered  solely  by  State  wel- 
fare agencies.  The  Department  of  Health  and  Human  Services 
oversees  these  demonstrations.  By  October  1984,  21  States  were  op- 
erating WIN  demonstration  programs.  (See  table  2.) 

AFDC  recipients  who  are  selected  for  participation  in  WIN  must 
accept  available  jobs,  training  or  needed  services  to  prepare  them 
for  employment.  Refusal  to  do  so  without  good  cause  will  result  in 
a  sanction.  In  the  case  of  two-parent  families,  the  entire  family  is 
made  ineligible.  In  the  case  of  a  single  parent  who  refuses  to  work> 
payment  to  the  nonworking  adult  is  denied,  but  protective  pay- 
ments continue  for  the  children.  Protective  payments  are  payments 
to  a  third  party.  Usually  a  relative,  neighbor  or  friend  will  receive 
the  AFDC  benefit  check  on  behalf  of  the  child;  sometimes  the  State 
caseworker  will  serve  as  protective  payee. 


The  Omnibus  Budget  Reconciliation  Act  of  1981  permits  States  to 
require  AFDC  applicants  and  recipients  to  participate  in  a  program 
of  employment  search  beginning  at  the  time  of  application.  After 
an  hiitial  8'Week  search  period  for  applicants,  AFDC  recipients 
may  be  required  to  participate  in  8  weeks  of  job  search  each  year. 
This  means  that  in  the  first  year,  up  to  16  weeks  of  employment 
search  may  be  required,  with  8  weeks  per  year  thereafter. 

All  WIN  registrants  (and  applicants  who  appear  to  be  WIN  eligi- 
ble) may  be  required  to  participate  in  the  job  search  program.  At 
State  option  the  job  search  requirement  may  be  limited  to  certain 
groups  or  classes  of  individuals  who  are  required  to  register  for 
WIN.  Transportation  and  other  necessary  costs  incurred  by  partici- 
pants must  be  reimbursed;  States  receive  50  percent  Federal 
matching  funds  for  these  costs  and  may  not  use  the  job  search  re- 
quirement as  a  reason  for  delaying  eligibility  determinations  or 
payments  to  those  who  are  otherwise  eligible.  An  individual  who 
fails  to  comply  with  the  job  search  requirement  is  subject  to  the 
sanctions  described  for  the  WIN  program.  Table  2  lists  the  States 
that  have  elected  to  require  job  search. 


Under  authority  granted  by  the  Omnibus  Budget  Reconciliation 
Act  of  1981,  States  may  operate  community  work  experience  pro- 
grams (CW^EP).  These  programs  are  commonly  referred  to  as 
"workfare**  and  require  adult  AFDC  recipients  to  perform  some 
sort  of  community  work,  such  as  park  beautification  or  as  a  teach- 
er aide,  in  exchange  for  the  AFDC  benefit.  CWGP  is  very  similar  to 
the  1962  community  work  and  training  program  (CWTP).  The  indi- 
vidual does  not  become  a  paid  employee  but,  instead,  works  off  the 
AFDC  benefit.  The  number  of  hours  a  person  works  is  equal  to 
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their  AFDC  grant  divided  by  the  applicable  minimum  wage.  CWEP 
participants  do  not  receive  the  earned  income  disregards. 

States  may  require  CWEP  participation  by  any  AFDC  recipient 
who  is  registered  for  WIN.  However,  unlike  WIN,  which  exempts 
parents  with  children  under  the  age  of  6  from  the  work  require- 
ment, CWEP  may  require  parents  caring  for  children  under  age  6 
(but  not  under  age  3)  to  participate  if  child  care  is  available.  &  of 
October  1984,  24  States  had  chosen  to  implement  some  kind  of  com- 
munity work  experience  program.  Most  State  workfare  programs 
are  not  statewide.  Table  2  shows  which  States  have  CWISPs. 


Finally,  the  Omnibus  Budget  Reconciliation  Act  of  1981  also  per- 
mits States  to  operate  work  supplementation  programs,  in  which 
AFDC  may  be  used  to  subsidize  a  job  for  an  AFDC  recipient.  Under 
a  work  supplementation  program.  States  may  reduce  the  need 
standard  and/or  revise  the  earned  income  disregards  and  use  these 
funds  to  subsidize  jobs  for  AFDC  recipients.  The  statute  limits  Fed- 
eral funding  for  an  AFDC  program  that  includes  a  work  supple- 
mentation component  and  limits  the  subsidized  jobs  to  those  in 
public  or  nonprofit  organizations.  Because  of  these  restrictions  only 
one  State  has  elected  to  operate  work  supplementation  programs. 

Instead,  a  number  of  States  have  requested  and  received  waivers, 
under  section  1115  of  the  Social  Security  Act,  which  permit  them 
to  operate  similar  programs  called  grant  diversion.  In  a  grant  di- 
version program.  States  may  use  the  AFDC  benefit  as  a  wage  subsi- 
dy to  encourage  employers  to  hire  AFDC  recipients.  Private,  for- 
profit  employers  may  participate  in  grant  diversion.  The  wage  sub- 
sidy is  for  a  limited  period,  usually  no  more  than  six  months.  In 
early  1984  six  States  were  operating  grant  diversion  programs 
under  this  special  authority  (and  without  the  funding  limitations  of 
a  work  supplementation  program). 

The  Deficit  Reduction  Act  of  1984  modified  the  work  supplemen- 
tation program  to  enable  States  to  operate  grant  diversion  pro- 
grams without  the  need  for  a  special  waiver. 
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TABLE  2. -STATE  PARTICIPATION  IN  OPTIONAL  AFDC  WORK  PROGRAMS,  SEPTEMBER  30, 

1984 

Date  WIN 

Stale         .  demonstration  CWEP  IV-A  job  search 

implemented 

Alabama  Implemented  in  1  county 

April  1982. 

Arizona  June  1, 1982  

Arkansas  Sept.  30, 1982   Implemented  in  1  county 

September  1982;  now 

WIN  Demo. 

California  (*)  Implemented  ^  in  1 

county  July  1982. 
Colorado  Implemented  in  1  county 

October  1982;  now 

operating  in  25 

counties. 

Delaware  Apr.  1, 1982  

Florida  Apr.  1, 1982  

Georgia  (*)  Implemented  in  10 

counties  August  1982; 

now  operating  in  8 

counties. 

Idaho  Implemented  in  January 

1982:  statewide  since 
April  1982. 

Illinois  July  1, 1982  Implemented  in  12 

counties  in  February 
1984. 

Iowa  Sept.  30, 1983  Implemented  for  regular 

AFDC  cases  in  5 
counties  July  1982; 
currently  operating  in 
49  counties  for  UP 
cases. 

Kansas  Implemented  in  4         Implemented  for 

counties  May  1983.       recipients  only  May 
Currently  operating  in  1983. 
9  counties. 

Kentucky  Implemented  in  2 

counties  September 
1982;  phased  out 
December  1982; 
implemented  in  8 
counties  August  1983. 

Maine  Apr.  1, 1982  Implemented  for 

recipients  only  January 
1983 

Maryland  Sept.  30, 1982  
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TABLE  2.-STATE  PARTICIPATION  IN  OPTIONAL  AFDC  WORK  PROGRAMS.  SEPTEMBER  30. 

1984— Continued 

Date  WIN 

Stale  demonstration  CWEP  IV-A  job  search 

implemented 

Massachusetts....  Apr.  12, 1982  Implemented  for 

applicants  and 
recipients  in  16 
counties  October  1982. 
Statewide  for  UP's 
only. 

Michigan  Apr.  1. 1982  Implemented  July  1982; 

now  o|)erating 
statewide. 

Minnesota  In  3  counties  March 

1983;  now  operating 
in  7  counties. 

Nebraska  Sept.  30, 1982  

New  Jersey  Oct.  1, 1982  

New  Mexico  Implemented  ^  in  1 

county  March  1983. 
New  York  Approved  ^  January 

1982;  now  operating 

in  20  counties  and  !n 

New  York  City. 

North  Carolina  Implemented  *  in  6 

counties  July  1982; 
now  operating  in  8 
counties. 

North  Dakota  Implemented  in  2 

counties  January 
1982;  now  operating 
in  12  counties. 

Ohio  Implemented  1  in  4        Implemented  for 

counties  March  1983;      recipients  only  in  4 
now  operating  in  8        counties  March  1983; 
counties.  now  operating  in  8 

counties. 

Oklahoma  Jan.  1. 1982  Implemented  statewide     implemented  statewide 

January  1982.  for  applicants  and 

recipients  April  1983. 

Oregon  Jan.  1. 1982  Operating  program  with 


Pennsylvania  SepL  30,  1982  Implemented  ^  statewide 

March  1983  as  part 
of  WIN  demonstration. 

South  Carolina  Implemented  ^  in  2 

counties  May  1982. 


waivers. 
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TABLE  2.-STATE  PARTICIPATION  IN  OPTIONAL  AFDC  WORK  PROGRAMS,  SEPTEMBER  30, 

1984— Continued 

Date  WIN 

stale  demonstration  CWEP  IV-A  job  search 

implemented 

South  Dakota  Apr.  h  1982  Approved  April  1982  and 

Implemented  in  40 
counties;  now 
operating  statewide. 

Texas  Mar.  4, 1982  Implemented  April  1983 

for  applicants  and 
recipients. 

Vermont  Implemented  for  UP 

applicants  only  in  April 
1983. 

Virginia  Jan.  1, 1983  Implemented^  statewide    Implemented  statewide 

January  1983  as  part      January  1983  for 
of  WIN  Demonstration.     applicants  and 
recipients. 

Washington  Implemented  Hn  2        To  be  implemented 

counties  June  1982.       statewide  for 
applicants  and 
recipients  in  October 
1984. 

West  Virginia  Sept.  27, 1982   Implemented  ^  statewide 

forUP's  January 

1982;  now  operating 

statewide  for  UP  and 

regular  AFDC 

recipients  as  part  of 

WIN  demonstration. 
Wisconsin  Sept.  30, 1983   


^Approved  to  begin  operation,  Januaty  1985. 
^Denotes  CWEP  demonstration. 

Source:  Office  of  Family  Assistance,  Social  Security  Administration. 
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APPENDIX  E  CHRONOLOGY  OF  CO?  GRESSIONAL  ACTION  '  ON  SELECTED  MAJOR  INCOME  BENEFITS  ^ 

FOR  CHILDREN  (OR  FAMILIES  WITH  CHILDREN):  1960-84* 


Year  law  or  bill  Income  benefit   Oesciiplion 


1961       Executive  Order  No  1        Food  stamps  Ordered  expansion  of  distribution  of  surplus  food.  In  a  follow-up  special  message 

(President  J.  F.  Kennedy).  to  Congress,  the  President  directed  the  Secretary  of  /Agriculture  to  establish 

pilot  food  stamp  programs  in  specified  areas  for  needy  families,  using  general 
food  assistance  authority. 

1961       P  L  87-31  ....  Cash  relief  for  needy  families  Temporarily  authorized  States  to  extend  Aid  to  Families  with  Dependent  Children 

of  unemployed  parents.       (AFDC)  to  needy  children  of  unemployed  parents  (AFDC-UP)  and  their 
caretakers  under  State  definitions  of  unemployment.  Earlier  the  program  was 
limited  to  families  with  an  absent,  disaoled,  or  dead  parent.  (Note:  the 
program's  actual  name  was  Aid  to  Dependent  Children  until  1962). 
Foster  care  for  needy        Authorized  temporary  program  providing  AFDC  payments  for  children  placed  in 
children.  foster  care  as  a  result  of  a  judicial  determination. 

1961  PL  87  70  Housing  Act  of    Rural  housing  loans  for       Expanded  eligibility  for  Farmers  Home  Administration  (FmHA)  direct  housing 
^  1961.      .    .  nonfarm  families.  loans  to  nonfarm  rural  residents.  (Sec.  501  of  the  Housing  Act  of  1949) 

1962  P  L  87  -  510  Migration  and    Cash  aid  and  services  for      Authorized  100  percent  federally  funded  aid  to  Cuban  re.'ugees  Judged  nee*  by 

Refugee  Assistance  Act  of     needy  Cuban  refugees  and     State  AFDC  income  standards.  Eligible  families  included  intact  families  with  an 

1962.  their  families.  employed  father. 

1962       P  L  87  543  Public  Welfare   I  Treatment  of  earnings  of    Required  States  to  deduct  only  "net"  earnings  from  AFDC  check  of  a  working 

Amendments  of  1962.        AFDC  families.  recipient,  States  were  directed  to  disregard  earnings  used  to  pay  reasonable 

work  expenses.  (Previously  States  had  to  deduct  100  percent  of  gross  wages 
from  the  welfare  grants.)  Permitted  States  to  let  AFDC  recipients  keep,  with 
no  deduction  from  the  grant,  any  income  set  aside  for  future  identifiable 
needs  of  a  child. 
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2.  Work  programs  for  AFDC  Authorized  States,  with  Federal  AFDC  matching  funds,  to  operate  "Community 
recipients:  Community  Work  and  Training  Programs"  for  AFDC  recipients,  under  specified  conditions 
work  and  training  regarding  health,  safety,  work  expenses,  minimum  wage,  and  the  like.  This 
programs.  permitted  States  to  require  recipients  to  work  off  tfteir  welfare  grant  (later 

known  as  "workfare"). 

3.  Cash  aid  for  needy  Extended  optional  AFDC-UP  program  for  5  years  and  permitted  Federal  matching 
families  of  unemployed  funds  for  aid  given  to  second  parent  (unemployed  or  disabled)  in  the  home, 
parents. 

4.  Social  services  for  welfare  Required  that  Stales  provide  services  to  AFDC  recipients  and  applicants,  as 
families.  prescribed  by  the  Secretary  of  Health.  Education,  and  Welfare  to  prevent  and 

reduce  dependency.  Increased  the  Federal  reimbursement  rate  for  social 
services  to  75%  (previously  they  were  reimbursed  at  the  administrative  rate 
of  50%). 

Eligible  services  included  day  care.  The  law  also  authorized  child  welfare 
services,  including  day  care,  for  non-welfare  families  (Title  IV-B  of  the  Social 
Security  Act). 

5.  Foster  care  Made  temporary  AFDC  foster  care  program  permanent.  Extended  payments  to 

child  welfare  institutions  (as  well  as  foster  family  homes)  providing  foster 
care 

1962       P.L  87-823  Free  or  reduced-price  school    Permanently  authorized  "special  assistance"  funds  to  States  for  free  and 

lunches.  reduced-price  school  lunch  programs.  States  were  to  give  funds  only  to 

schools  with  large  numbers  of  children  unable  to  pay  the  regular  cost  of 
lunches.  (The  National  School  Lunch  Act.  passed  in  1946,  provided  matching 
funds  to  States  for  lunches  for  all  children  and  required  States  to  serve  free 
or  reduced-price  lunches  to  those  unable  to  pay  their  full  cost.) 

er|c  588 


1963  P.L  88-4. 


Income  tax  deduction  for 
dependent  or  child  care 
expenses. 


1963   ....  P  L  88  - 156  Maternal  and  Maternal  and  Infant  health 

Child  Health  and  Mental  grants. 

Retardation  Planning 

Amendments  of  19b3. 

1963 ...  PI  88-210.  Vocational  Vocational  education  

Education  Act  of  1963. 

1964  PI  88-272.  Revenue  Act  of  Income  tax  deduction  for 

1964.  dependent  or  child  care 

expenses. 


196<       PL  88  45:  Econoric       1  Remedial  education  and 
Opportunity  Act  training  for  lownncome 

youth:  Job  Corps. 

2.  Work  experience  for  youth. 

3  Part-time  employment  for 
low-income  college 
students. 

4.  Adult  education  


ERIC 


Exempted  a  deserted  wife  from  the  income  limit  imposed  on  a  married  wife 
($5,100,  joint  return  with  husband)  for  the  child  care  deduction.  (This 
deduction,  available  to  women  and  widowers,  was  established  by  P.L  83-591 
in  1954.)  It  applied  to  expenses  for  a  child  under  age  12,  or  for  a  disabled 
dependent  of  anv  age,  needed  to  enable  the  taxpayer  to  work.  Maximum 
deduction  was  $600  yearly,  phased  out  (married  couples  only)  above  incomes 
of  $4,500. 

Authorized  grants  to  State  and  local  health  departments  for  maternity  and  infant 
projects,  primarily  aimed  at  reducing  mental  retardation  and  infant  mortality. 


Authorized  expanded  Federal  funding  for  vocational  education  programs  and 
schools.  Included  a  focus  on  economically  disadvantaged  students. 

Raised  the  age  of  qualifying  child  to  under  13  and  raised  the  maximum 
deduction  (two  or  more  dependents)  to  $900  yearly.  Extended  the  deduction 
to  a  husband  whose  wife  was  institutionalized.  Raised  the  adjusted  gross 
income  limit  (applicable  only  to  married  persons)  to  $6,600  (1  child)  and 
the  phaseout  threshold  to  $6,000. 

Established  Job  Corps  as  a  residential  program  of  intensive  remedial  education 
and  skill  training  for  disadvantagea  16-21-year-olds.  Participants  received 
subsistence  payments  while  enrolled  and  a  readjustment  allov/ance  upon 
termination  from  the  program. 

Authorized  work-training  programs  for  unempltyed  youths  aged  16-21  in 
community  service  projects. 

Authorized  work-study  programs  for  college  students  from  lov/-income  families. 
Employment  limited  to  no  more  than  15  hours  per  week  while  student  is 
attenaing  school. 

Authorized  adult  basic  education  for  indh/iduals  aged  18  and  over  whose  inability 
to  read  and  write  English  constitute  a  barrier  to  employment. 
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law  Of  bill  Income  benefit   fkxtjfikn 


5  Work  programs  for  AFDC    Authorized  use  of  EOA  money  to  fund  demonstration  Community  Work  and 
"  recipients:  Community        Training  (CWT)  programs  for  AFDC-UP  families.  EOA  regulations  lilKralized 
work  and  training  the  CWT  program  by  providing  supplementary  grants  to  raise  a  participant  s 

programs.  income  to  his  State's  AFDC  standard  of  need  and  by  adopting  a  more 

generous  work  expense  allowance. 

1964       P  L  88-525-  Fooo  Stamp     Food  stamps  for  needy        Established  a  State^)ption  food  stamp  program,  to  supplement  the  food  pu^has- 

  Act  of  1964  households.  ing  power  of  low-income  households.  Required  that  recipients  pay  hi  their 

food  stamp  allotments  a  sum  roughly  equal  to  what  surveys  indicated  was 
average  spending  for  food.  States  set  eligibility  rules.  The  Federal  Government 
set  allotments  and  purchase  price  requirements  (both  of  which  varied 
regional^)  and  paid  the  cost  of  bonus  stamps. 

1964  P  L  88-641  . ..  Age  limit  for  AFDC  child  Permitted  States  to  continue  AFDC  for  a  child  through  age  19  if  he  regularly 

    attended  school  (as  defined  by  the  State)  or  a  vocalional  or  technical  training 

course.  (Earlier  AFDC  could  extend  only  through  age  17.)  Retained  rule  that 
States  could  not  end  AFDC  eligibility  before  a  child's  16th  birthday. 

1965  PL8a-10- Elementary  and   Compensatory  education  Authorized  grants  to  elementary  and  secondary  schools  for  prograrns  for 

 Secondary  Education  Act  educationally  disadvantaged  children.  Focused  on  areas  with  concentrations  of 

of  1965  children  from  low-income  families. 

1965       P  L  89-97  Sociai  Security    1.  Sociai  security  benefits  for  Extended  social  security  benefits  to  children  (of  retired,  disabled  or  dead  workers 
Amendments  of  1965.        students.  entitled  to  social  security)  aged  18-21  who  were  full-time  students 

2.  Age  limit  for  AFDC  child    Permitted  States  to  continue  AFDC  for  a  child  through  age  20  if  lie  were  a 
(student).  student. 

3.  Treatment  of  earnings  of    Permitted  States  to  disregard  $50  in  monthly  eamings  of  an  AFDC  child  under 
AFDC  families.  18,  with  family  limit  of  $150.  Permitted  States  to  disregard  $5  in  monthly 

income  from  any  source  to  ar.  AFDC  family. 

ERIC 
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4.  Medical  care  (Medicaid)  Authorized  matching  grants  to  States  to  enable  them  to  provide  medical  services 
for  welfare  families  and  to  cash  welfare  recipients  (including  AFDC  families),  known  as  the  "categori- 
other  specified  needy  cally  needy "  and  the  "medically  needy"  (defined  as  persons  meeting  all 
groups.  requirements  for  cash  welfare  assistance  except  income). 

Reouired  State  Medicaid  programs  to  serve  all  children  under  21  who  were  needy 
by  AFDC  standards  and  were  in  AFDC-type  families  (l-parent  families  or  2- 
parent  families  with  a  disabled  or  unemployed  second  parent),  but  who  were 
barred  from  receiving  AFDC  cash  assistance  by  Stale  rules  about  age  or 
school  attendance.  Permitted  States  to  serve  all  medically  needy  children 
under  21,  regardless  of  family  type. 

Prohibited  States  from  imposing  cost-sharing  charges  for  hospital  services. 
Required  that  charges  for  oilier  services  be  reasonably  related  to  income. 

5.  Children  and  youth  health  Authorized  project  grants  to  States  for  comprehensive  health  care  services  for 
grants.  school  age  and  preschool  children,  particular^  in  areas  with  many  low-income 

families. 

6  Federal  funding  share  for  Permitted  States  wi:h  Medicaid  programs  to  use  the  Medicaid  reimoursement 
AFDC  benefits.  formula  for  AFDC.  This  allowed  Federal  cost  sharing  in  all  AFDC  benefits. 

Previous  law  barred  Federal  sharing  for  average  benefits  above  $32  monthly 
per  recipient. 

10CC       Di  on  .on  .1-  u  I   ^'^"^^  ^''2"^"'^     ^^'^  <o  "fo^"ier"  and  "potential"  AFDC  recipients. 

1965  P I J9      «;g\e^         Pcstsecondary  education      Authorized  Educational  Opportunity  Grants  (now  called  Supplemental  Educational 

Education  Act  of  1965        student  assistance.  Opportunity  Grants)  for  students  of  "exceptional  financial  need.  Also  author- 

ized Guaranteed  Student  Loans  and  Talent  Search,  a  program  to  identify  ana 
assist  qualified  economically  disadvantaged  students  to  pursue  postsecondary 
education. 

1966  ^  L  89 - 642  Child  Nutrition   Special  food  programs  for     Authorized  the  special  milk,  school  breakfast,  and  nonfood  (equipment)  assist- 

Act  of  1966.  children.  ance  programs. 

1966       PL  89-750  Elementary  and  Migrant  education  Authorized  grants  to  State  educational  agencies  for  programs  of  education  for 

secondary  Education  migratory  children  of  migratory  agricultural  workers. 

Amendments  of  1966.  &    /  & 
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Law  Of  biii 
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1966  P.L  89-/64.  Demonstration 

Cities  and  Metropolitan 
Developmsnt  Act  of  1966. 


1966. 


196/. 


1.  Rural  housing  repair  loans 
(Sec.  504). 


2.  Rural  rental  housing.. 


P.L  83-794.  Economic 
Opportunity  Act 
Amendments  of  1966. 


P.u  90-/ 7.  veterans 
Pension  and  Readjustment 
Assistance  Act  of  1967. 


1.  Employment,  on  job 
training,  work  experience 
for  hign  school  youth. 

2.  Preschool  services  and 
care:  Head  Start. 

3.  Legal  services  for  poor 
families. 

Cash  aid  foi  needy  ^^eteians 


Increased  loan  ceiling  from  $1000  to  $1,500  for  loans  to  owners  of  farm 
dwellings  who  could  not  qualify  for  rural  homeownership  loans  (Sec,  502)  for 
reoairs  to  mal^e  their  dwelling  safe,  sanitary,  and  adequate  for  habitation. 
(Sec.  504  of  the  Housing  Act  of  1949). 

Authorized  direct  and  insured  loans  to  profit  and  nonprofit  sponsors  to  build  or 
repair  multifamily  rental  or  cooperative  housing^  for  low  and  moderate  income 
families  in  rural  areas.  Loans  could  be  subsidized  down  to  interest  rates 
determined  by  the  Secretary,  with  maximum  repayment  period  of  50  years. 
(Sec.  515  of  the  Housing  Act  of  1949). 

Authorized  Neighborhood  Youth  Corps,  for  students  in  9th  through  12th  grade 
from  low-income  families,  primarily  those  receiving  AFDC. 

Authorized  Head  Start,  to  provide  comprehensive  health,  nutritional,  education, 

social  and  other  services  to  children  in  poor  families. 
Authorized  legal  services  program  for  poor  persons. 

Made  eligible  for  veterans'  pension  program  needy  Vietnam  Era  veterans  who 
were  disabled  by  nonservice-connected  cause  and  their  dependents  and,  if 
needy,  their  survivors.  Dependents  and  survivors  included  spouses  and 
unmarried  children  who  (1)  were  under  age  18,  or  (2)  before  attaining  age 
18  became  permanently  incapable  of  self-support,  or  (3)  were  over  age  18 
but  under  age  23  and  were  studying  at  an  approved  eoucatlonal  institution. 
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1967. 


1968^. 
1968^, 


P.L  90-222:  Economic 
Opportunity  Amendments 
of  1967. 


P.L.  SO-247.  Eiementar)  and 
Secondary  Education 
Amendments  of  1967. 

P.l.  90-248.  Social  Security 
Amendments  of  1967. 


Special  education  assistance 
for  children: 

1.  Upward  Bound  Authorized  Upward  Bound  program  to  improve  skills  and  motivation  among  low- 

income  youth  with  inadequate  secondary  school  preparation  to  enable  them  to 
succeed  in  education  beyond  high  school. 

2.  Follow  Through  Authorized  Follow  Through  programs  to  give  sen/ices  to  kindergarten  and 

elementary  school  children  who  had  been  enrolled  in  Head  Start. 

School  dropout  prevention  Authorized  funds  for  high  school  dropout  prevention  projects  in  local  school 

districts.  (Funds  were  appropriated  in  fiscal  years  1969-1974  and  in  1976.) 


1.  Work  programs  foi  AFDC 
recipients.  V/ork  Incentive 
(WIN)  Program. 


2.  Treatment  of  earnings  of 
AFDC  families: 
a.  Adults  


b.  Children . 


Established  the  Work  Incentive  Program  (WIN)  for  "appropriate"  persons  aged 
16  and  over  in  AFDC  families.  Nearly  all  AFDC  adults  were  made  potentially 
eligible,  including  mothers  of  preschool  children,  and  the  Secretary  of  Labor 
was  required  to  lurnish  child  care  services  to  them.  Provided  $30  monthly  as 
an  incentive  to  persons  In  institutional  training  or  in  work  experience;  this 
was  an  addition  to  the  regular  AFDC  grant.  States  were  to  decide  what 
persons  were  appropriate  for  WIN  assignment,  the  purpose  of  which  was 
private  sector  joos,  training  for  such  jobs,  and  public  service  employment. 
Repealed  authorization  for  Community  Work  and  Training  Programs,  which 
had  been  established  under  1962  law. 


Required  States  not  to  count  as  income  available  to  reduce  the  AFDC  grant:  the 
first  $30  in  monthly  earnings  plus  1/3  of  remaining  earnings.  The  fractional 
disregard  required  States  to  phase  out  benefits  for  working  recipients 
gradually,  by  less  than  100  percent  of  extra  earnings. 

Required  States  to  exempt  from  welfare  deduction  all  earnings  of  AFDC  children 
who  were  full-time  students  or  part-time  students  working  less  than  full-time. 
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3.  Cash  relief  for  needy 
families  of  unemployed 
fathers. 


4.  Emergency  Assistance  for 
needy  families  with 
children. 

5.  Child  support  for  AFDC 
children. 

6.  Family  planning  services 
for  AFDC  recipients. 

7.  Foster  care  


8. 


a.  Screening  and 
treatment  for 
children. 

b.  Income  limits, 
medically  needy. 

c.  Cost-sharing  


9.  Maternal  and  Child  Health 
grants. 


Permanently  authorized  States  to  offer  AFDC  to  families  of  unemployed  fathers 
(and  changed  the  name  of  the  program  to  AFDC  for  Unemployed  Fathers), 
Qisallowed  aid  to  a  child  needy  because  of  the  unemployment  of  the  mother, 
required  the  unemployed  father  to  have  a  substantial  work  history  to  qualify 
for  AFDC-UF,  required  the  Secretary  of  Health,  Education,  and  Welfare  (HEW) 
to  define  "unemployment." 

Authorized  States,  with  50  percent  Federal  funding,  to  give  Emergency  Assis- 
tance to  needy  families  with  children,  limited  to  30  days  per  year.  Eligible 
families  included  two-parent  families  barred  from  AFDC. 

Required  States  to  establish  programs  to  determine  paternity  of  AFDC  children 
and  to  locate  absent  parents  and  secure  support  from  them. 

Required  States  to  offer  family  planning  services  to  "appropriate"  AFDC 
recipients. 

Expanded  eligibility  for  AFDC  foster  care  and  increased  the  Federal  funding  share 
of  costs. 

Required  States  to  provide  to  all  eligible  persons  under  21  early  periodic 
screening,  diagnosis  and  treatment  (EPSDT)  services  under  Medicaid. 

Prohibited  States  from  setting  income  limits  for  medically  needy  coverage  above 
133-1/3%  of  their  maximum  AFDC  cash  payment  for  the  same  size  family. 
,  Permitted  States  to  impose  cost-sharing  charges  on  hospital  services  for  the 
medically  needy. 

Combined  Maternal  and  Child  Health  and  Crippled  Children's  Services  into  a 

sin' 
Sta^ 


ittiprization.  Required  most  funds  to  be  used  for  formula,  grants  to 


er  than  for  project  grants  to  nonprofit  and  other  public  entities. 


1968 


PL  90-448  Housing  and 
Urban  Development  Act  of 
1968. 


Mortgage  subsidies  (Sec. 
235). 


Authorizet^holn'ef' ownership  aid  for  low  or  moderate  income  families  {defined 
generally  as  having  income  not  greater  than  135  percent  of  maximum 
permitted  for  public  housing  in  the  area).  Established  homeowner's  mortgage 
payment  at  the  higher  of  (1)  20  percent  of  his  income  or  (2)  the  difference 
between  debt  service  on  a  mortgage  at  market  rate  interest  and  one  with  an 
interest  rate  set  by  the  Secretary  of  the  Department  of  Housing  and  Urban 
Development  (HUD),  but  not  below  1  percent. 
Excluded  from  income  used  to  calculate  mortgage  payment:  $300  annually  per 
minor  child  plus  anv  earnings  of  minor  children  (still  in  effect  in  spring 
1884).  (Sec.  235  of  National  Housing  Act) 

2.  Rental  subsidies  Authorized  interest  reduction  payments  to  reduce  debt  service  on  mortgages  and 

hence  to  decrease  rent  for  rental  and  cooperative  housing  for  low  or  moderate 
income  families  (defined  as  for  Sec.  235  above).  Required  the  tenant  to  pay 
25  percent  of  his  income  as  rent,  or  the  "basic"  rent,  if  higher. 
Excluded  from  income  used  to  calculate  rent:  $300  annually  per  minor  child  plus 
any  earnings  of  minor  children  (still  in  effect  in  spring  1984).  (Sec.  235  of 
National  Housing  Act) 
Authorized  homeownership  aid  for  low  or  moderate  income  families  (as  defined 
by  Farmers  Home  Administration  [FmHA])  in  rural  areas  who  could  not  obtain 
credit  elsewhere  but  could  afford  to  repay  an  FmHA  loan.  Loan  repayment 
period  set  at  33  years  with  a  maximum  interest  rate  on  direct  loans  of  5 
percent.  Subsidy  rate  based  on  housing  expenses,  family  income,  and  family 
size.  "Interest  credit"  subsidies  (authorized  under  Sec.  521  of  the  Housing 
Act  of  1949)  could  reduce  mortgage  interest  rates  as  low  as  1  percent.  (Sec. 
502  of  the  Housing  Act  of  1949) 
Authorized  "interest  credit"  subsidies  down  to  1  percent  for  rural  rental  housing. 


3 


Rural  homeownership 
loans  (Sec.  502). 


4 


1968 


PL  90  Higher 
Education  Amendments  of 
1968. 


Rural  rental  housing  (Sec, 
515). 

Postsecondary  education 
assistance. 


Authorized  grants  to  postsecondary  education  institutions  for  special  services  for 
Disadvantaged  Students  (such  as  specially-designed  tutoring  and  counseling 
programs). 
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1969  P.L.  91-152.  Housing  and     Low-rent  public  housing  

Urban  Development  Act  of 
1969. 

1969  P.L.  91-172.  Tax  Reform      Personal  exemption,  income 

Act  o(  1969.  tax. 
1969  P.L  91-173.  Federal  Coai     Cash  benefits  foi  coal  miners 

Mine  Health  and  Safety       and  their  families. 

Act  of  1969. 

1969  P.L.  91-177.  Economic       Preschool  services  and  care. 

Opportunity  Amendments      Head  Start, 
of  1969. 

1970  P.L.  91-248  Free  or  reduced-price  school 

lunches. 

1970  P.L  91-588  Cash  aid  for  needy  veterans' 

families. 

1970  P.L  31-609.  Housing  and     1.  Low-rent  public  housing  

Urban  Development  Act  of 
1970. 

2.  Rural  housing  repair  loans 
(Sec.  504). 

O 
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Established 
income. 


maximum  rent  for  public  housing,  set  at  25  percent  of  family 


Raised  the  personal  exemption  from  $600  to  $625  in  1970.  to  $650  in  1971, 
$700  in  1972,  and  $750  in  1973.  ($600  amount  was  set  in  1954.) 

Established  cash  benefits  for  coal  miners  totally  disabled  by  black  lune  disease 
and  for  their  dependents  and  survivors.  Dependents  included  "chilaren,"  as 
defined  for  social  security  benefits:  unmarried  and  under  18  years;  or,  if  older, 
disabled  (starting  before  age  18)  or  a  student  and  under  22. 

Earmarked  specific  funding  for  Head  Start.  Allowed  participation  of  nonpoor 
children  in  Head  Start  programs. 

Authorized  all  schools  serving  free  and  reduced-price  lunches  to  receive  special 
assistance  funds;  requirea  the  Secretary  of  Agriculture  to  establish  uniform 
national  guidelines  for  eligibility  for  free  or  reduced-price  meals.  Changed 
State  matching  requirements  for  the  lunch  program. 

Made  eligible  for  veterans*  pensions  Mexican  Border  period  veterans  who  were 
disabled  by  a  non-service-connected  cause,  and  their  dependents  and,  if 
needy,  their  survivors. 

Excluded  from  income  used  to  calculate  rent  (among  other  items).  Income  of  a 
full-time  student  and  $300  annually  for  each  dependent. 

Increased  loan  ceiling  to  $2,500  for  repair  of  rural  dwellings  and  authorized 
loans  of  up  to  $3,500  for  repairs  involving  water  supply,  or  bathroom  or 
kitchen  facilities. 

59G 
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1970  H.R.  16311.  Passed  by  Minimum  cash  income  floor 

House  only.  Not  enacted.      for  children. 

1970  S.  3867.  Passed  by  both  Employment  and  training, 

Houses  of  Congress.         public  service  jobs  for 
Vetoed  by  President  welfare  recipients. 

Nixon.  Not  enacted. 

1971 .  P.L  91-671.  Food  Stamp  Food  stamps  for  needy 

Act  Amendments  of  1970.  households. 

1971 ...  ...  .  Pi,  92-54.  Emergency  Public  service  jobs  and 

Employment  Act  of  1971.  training. 

1971       P  L  92-153    Free  or  reduced-price  school 

lunches. 

1971       P  L  ^2  178  RevePi^.'  Act  of  I.  Income  tax  deduction  for 
1971.  dependent  or  child  care 

expenses. 


2.  Personal  exemption, 
income  tax. 

3.  Tax  credit  for  hiring  AFDC 
recipients  enrolled  in  WIN. 


ERIC 


Projwsed  ""Family  Assistance  Plan"  would  have  provided  a  Federal  floor  under 
incomes  of  all  families  with  dependent  children,  replacing  AFDC.  The  income 
floor  was  $1,600  yearly  for  a  family  of  four.  (Bill  included  a  federally 
prescribed  minimum  payment  of  $1,320  per  person  for  needy  adults  enrolled 
in  State  welfare  programs  for  the  aged,  blind,  or  disabled.) 

Proposed  "Employment  and  Manpower  Act  of  1970"  would  have  provided  jobs 
and  training  for  low-income  or  unemployed  persons,  including  youth.  It  would 
have  granted  automatic  eligibility  to  AFDC  recipients. 

Established  uniform  standards  for  eligibility  and  benefits.  Provided  that  house- 
holds could  not  be  required  to  pay  more  than  30  percent  of  counted  income 
for  food  stamp  allotments,  which  equalled  the  price  of  the  Economy  Food 
Plan.  Required  that  allotments  be  adjusted  annually  for  food  price  changes. 

Authorized  jobs  and  training  for  unemployed  and  underemployed  persons, 
including  AFDC  recipients. 

Established  guaranteed  levels  of  reimbursement  for  free  and  reduced-priced 
lunches. 

Raised  the  age  of  qualifying  child  to  under  15.  Authorized  deduction  of  expenses 
for  household  services  as  well  as  for  care  of  a  child  or  a  disabled  dependent, 
provided  they  were  needed  to  enable  the  taxpayer  to  work  on  a  substantially 
full-time  basis.  Raised  the  maximum  deduction  (for  care  in  the  home)  to 
$4,800  yearly,  phased  out  (for  unmarried  persons  as  well  as  for  married 
couples)  above  adjusted  gross  incomes  of  $18,000,  and  ending  at  incomes  of 
$27,600.  (Lesser  deductions  for  care  outside  the  home.) 

Raised  the  exemption  from  $650  to  $675  in  1971  and  to  $750  in  1972  and 
later  years. 

Authorized  a  nonrefundable  tax  credit  for  employers  who  hired  WIN  participants. 
Credit  equalled  20  percent  of  wages  paid  to  a  worker  in  the  first  year  of 
work,  subject  to  an  overall  limit  per  employer. 
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Year 


Laworl 


Income  benefit 


Description 


1971  P.L  92-213:  Joint  Low-rent  public  housing  

Resolution,  Section  9, 
Public  Housing,  Rent 
Reductions. 

1971  P.L  92-223:  Social  Security  Medicaid  

Act  amendments. 

1971  Title  IV,  H.R.  1.  Passed  by     Minimum  cash  income  floor 

House  only.  Not  enacted.      for  children. 

1971  S.  2007:  Passed  by  both      Day  Care  

Houses  of  Congress. 

Vetoed  by  President 

Nixon.  Not  enacted. 
19/2  PI.  92-318.  Education       Postsecondary  education 

Amendments  of  1972.        student  assistance. 

1972  P.L.  92-433   1.  Free  or  reduced  price 

school  lunches. 


2.  Food  for  women,  infants 
and  children. 


Prohibited  a  cut  in  cash  welfare  benefits  for  families  whose  rent  was  reduced  by 
the  1969  law  setting  rent  at  25  percent  of  income. 


Permitted  States  Medicaid  programs  to  provide  services  in  intermediate  care 
facilities  and  defined  intermediate  care  facility  services  to  include  services  in  a 
public  institution  for  the  mentally  retarded. 

Revised  "Family  Assistance  Plan"  would  have  increased  the  proposed  Federal 
income  floor  for  families  with  children  (from  $1600  in  the  1970  House- 
passed  bill  to  $2400  for  a  family  of  four)  to  compensate  for  recipients'  loss 
of  food  stamp  eligibility. 

Bill  included  a  grant  program  for  child  day  care  and  child  development  (as  new 
title  V  of  Economic  Opportunity  Act). 

Authorized  Basic  Educational  Opportunity  Grants  (later  renamed  Pell  Grants)  for 
students.  Authorized  Educational  Opportunity  Centers  to  help  low- 
income  students  apply  to  collegc3. 

Permitted  States  to  set  income  eligibility  ceilings  as  high  as  125  percent  and 
150  percent  of  poverty  guidelines  (prescribed  by  the  Secretary  of  Agriculture) 
for  free  and  reduced-price  lunches,  respectively. 

Established  the  special  supplemental  food  program  for  women,  infants,  and 
children  (WIC)  at  nutritional  risk. 


00 
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1972.. 


1973 
1973 


PI  92-603.  Social  Security 
Amendments  of  1972. 


PL  93  86  Agriculture  and 
Consumer  Protection  Act 
of  1973. 

PI  93-150.  National  School 
Lunch  and  Child  Nutrition 
Act  Amendments  of  1973. 


1.  Federal  cash  income  floor 
for  disabled  or  blind 
children  (^nd  aged,  blind 
or  disabled  adults)  (SSI). 

2.  Social  Security  benefits 
for  disabled  cnildren. 


3. 


a.  Coverage  of  working 
families  ineligible 
for  AFDC. 

b.  Screening  and 
treatment  of 
children. 

c.  Mental  hospital 
services^for  children. 

d.  Cost-sharing  


Food  stamps  for  needy 
hcr^holds. 


Established  lipplemental  Security  Income  (SSI)  program,  providing  a  Federal 
minimum  income  guarantee  of  $1,560  yearly  to  persons  aged  at  least  65  and 
to  disabled  or  blind  persons  of  any  age,  including  children,  with  resources 
below  specified  limits.  (Before  the  program  took  enect  in  January  1974,  the 
guarantee  was  raised  to  $1,680  by  H.L  93-66.) 

Extended  disabled  child  benefits  to  a  person  aged  22  or  older  if  he  became 
disabled  before  age  22.  (Previous  law  required  the  disability  to  occur  before 
age  18.) 

Required  States  to  continue  Medicaid  for  four  months  to  a  family  that  lost 
eligibility  for  AFDC  cash  because  of  increased  earnings. 

Imposed  a  penalty  on  States  that  failed  to  provide  required  health  screening 
services. 

Permitted  States  to  cover  inpatient  mental  hospital  services  for  children  under 
age  21. 

Permitted  States  to  impose  nominal  cost-sharing  charges  on  all  services  for  the 
"medically  needy"  and  "optional  services"  for  tne  "categorically  needy." 
Mandated  the  imposition  of  monthly  premium  charges  on  the  medically 

^  needy." 

Required  semi-annual  adjustment  of  food  stamp  benefits  and  eligibility  limits  for 
price  inflation.  Required  nationwide  operation  of  the  program  by  1975. 


Free  or  reduced  price  lunches..  Permitted  States  to  lift  the  income  ceiling  for  reduced-price  lunches  to  175 

percent  of  the  poverty  guideline.  Set  specific  reimbursement  rates  (automati- 
cally adjusted  for  inflation)  for  free  and  reduced*price  meals.  Extended 
eligibility  for  free  milk  to  children  eligible  for  free  lunches. 


00 
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Year  Laworbili  Income  benefit  Description 


1973  P.L  93-203.  Compreheribive  Comprehensive  empioyment    Incorporated  previous  employment  and  training  programs  for  the  economically 

Employment  and  Training      and  training,  public  disadvantaged  (including  welfare  recipients),  unemployed,  and  underemployed 

Act  of  1973.  service  jobs.  persons.  Included  the  Joo  Corps.  Provided  a  training  allowance  (maximum  of 

$30  weekly,  about  $130  monthly)  and  stipulated  that  welfare  agencies  must 

disregard  this  income  of  a  trainee. 

1974  P.L  93  368  Fedetai  cash  income  floor  for  Provided  that  SSI  benefits  would  be  automatically  adjusted  annually  for  price 

disabled  or  blind  children  inflation  (at  the  same  time  and  by  the  same  percentage  as  social  security 
(SSI).  benefits). 

1974  P.L  93-383.  Housing  and     1.  Rental  subsidies  (Section    Authorized  aid  for  "lower-income"  and  **very  low-income"  farniles,  defined  as 

Communis  Development      8).  having  income  below  80  percent  and  50  percent  of  area  median  family 

Act  of  19/4.  income,  re.spectively,  adjusted  for  family  size.  Set  rent  at  15  percent  to  25 

percent  of  income,  depending,  in  part,  on  family  size.  Reserve  30  percent  of 
units  for  very  low-income  families  (Section  8  of  the  United  States  Housing 
Act  of  1937.) 

2.  Low-rent  public  housing  Established  a  minimum  rent  for  public  housing,  5  percent  of  gross  income. 

Required  that  tenant  pay  rent  equal  to  25  percent  of  counted  income,  or  if 
higher,  that  portion  of  its  cash  welfare  oayment,  if  any,  designated  for 
housing.  Required  at  least  20  percent  of  eacn  project's  units  to  go  to  families 
with  '^^ery  low"  income  (below  50  percent  of  the  area  median).  Added  to 
1970  list  of  items  excluded  from  income  used  to  calculate  rent  were 
payments  received  for  foster  care  of  a  minor  child. 

3.  Mortgage  subsidies  (Sec.    Reduced  income  limits  (from  135  percent  of  maximum  permitted  for  public 
235)  and  rental  subsidies     housing)  to  80  percent  of  the  area  median. 

(Sec.  236). 
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1974  P.L  93-567.  Emergency 

Jobs  and  Unemployment 
Assistance  Act  of  1974. 

1975  3  P.L  93-644,  Head  Start, 

Economic  Opportunity, 
and  Community 
Partnership  Act  of  1974. 


19/5  ^  P.L  93-64;.  Social  Service:> 

Amendments  of  1974. 


4.  Rural  housing  repair  loans 
(Sec.  504). 

5.  Rural  rental  assistance 
(Sec.  521). 

Public  service  jobs  

L  Energy  Assistance  

2.  Head  Start  

1.  Child  support  enforcement . 

2.  Social  services  


ERLC 


Increased  loftd  ceiling  to  $5,000  for  repair  of  rural  dwellings.  Authorized  loan 
repayment  period  of  20  years  with  repayment  conditions  set  in  accordance  to 
the  other  housing  loans,  including  interest  credit  loans  down  to  1  percent. 

Authorized  rental  aid  to  owners  of  FmHA-financed  rental  projects  to  enable  them 
to  reduce  the  rents  paid  by  low  income  families  to  not  more  than  25  percent 
of  their  income  (Sec.  521  of  the  Housing  Act  of  1949).  FmHA  did  not 
implement. 

Authorized  emergency  public  service  jobs  for  unemployed  and  underemployed 
persons,  with  priority  for  long-term  unemployed  persons  not  receiving  unem- 
ployment insurance. 

Authorized  grants  for  broad  array  of  energy-related  services,  including  home 
weatherization  and  ''crisis  assistance''  forlow-income  households. 

Established  mandatory  formula  for  fund  distribution  among  States^  based 
primarily  on  relative  numbers  of  AFDC  children  and  children  in  families  with 
incomes  below  poverty.  Prohibited  fees  for  nonpoor  children.  Transferred  Head 
Start  from  GEO  to  HEW. 

Required  each  AFDC  applicant  or  recipient  to  assign  her  child  support  ria^ts  to 
the  State  and  to  cooperate  in  identifying  and  locating  the  father.  Autnorized 
collection  of  court  support  orders  through  the  IRS  tax  collection  mechanism 
and  allowed  garnishment  of  Federal  employee  and  military  wages  and 
retirement  benefits  including  social  security  in  enforcing  child  support  and 
alimony  obligations  (for  all  families,  not  only  for  AFDC  families). 

Extended  eligibility  for  social  services  to  non-AFDC  type  families  whose  income 
did  not  exceed  115%  of  the  State  median  income,  adjusted  for  family  size. 
Gave  States  broad  discretion  in  spending  social  service  funds  under  a  new 
title  )(X  in  the  Social  Security  Act.  Services  were  to  promote  at  least  one  of 
these  goals:  self-support  or  self-sufficiency;  protection  of  children  or  adults; 
Institutional  care  wnere  needed;  home-oased  or  communis  care  where 
needed. 
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Year 


Lawor  bi!i 


Income  benefit 


Description 


1975  P.L  94-12.  Tax  Reduction 

Act  of  1975. 


1975  P.L  94-23.  The  Indochina 

Migration  and  Refugee 
Assistance  Act  of  1^75. 

1975  P.L  94-105.  National  School 

Lunch  Act  and  Child 
Nutrition  Act  Amendments 
of  1975. 

1975  P.L  94-164.  Rever.ue 

Adjustment  Act  of  1975. 

1976  P.L  94-375.  Housing 

O        Authorization  Act  of  1976. 

ERIC 


1.  Refundable  tax  credit  for 
parents  with  low  earnings. 

2.  Income  tax  deduction  for 
dependent  and  child  care 
expenses. 

3.  Tax  credit  for  hiring  AFOC 
recipients. 


Cash  aid  and  services  for 
needy  Cambodian  and 
Vietnamese  refugees  and 
their  families. 

Reduced-price  school  meals, 
WIC. 


Earned  income  tax  credit.. 


Mo^age  subsidies  (Sec. 


Authorized  one-year  refundable  credit  for  parent(s}  vvho  supported  a  child  and 
whose  annual  earnings  were  below  $8,000.  Credit  was  20  percent  of 
earnings,  up  to  a  maximum  credit  of  $400  annually  (phased  out  t)etween 
earnings  of  $4,000  and  $8,000). 

Increased  the  income  limit  (set  in  1971)  for  deduction  of  child  care  expenses  in 
the  home  to  $44,600  (and  the  phaseout  threshold  to  $35,000). 

Authorized  a  nonrefundable  tax  credit  for  employers  who  hired  persons  enrolled 
in  AFDC  for  at  least  90  days.  Credit  equalled  20  percent  of  wages  paid  in  the 
first  year  of  work  (like  the  credit  for  hiring  a  WIN  enrollee).  imposed  a 
general  limit  of  $1,000  per  worker  on  credit  tor  wages  paid  for  nonbusiness 
employment  (such  as  domestic  work). 

Authorized  100  percent  federally  funded  aid  to  Cambodian  and  Vietnamese 
refugees  judged  needy  by  State  AFDC  standards. 


Permitted  States  to  lift  the  income  ceiling  for  reduced-price  meals  to  195 
percent  of  the  poverty  guideline  (from  1/5  percent  level  set  in  1973),  and 
required  schools  participating  in  the  national  school  lunch  program  to  offer 
reduced-price'  lunches.  Spanned  eligibility  for  WIC. 

Required  welfare  programs  to  disregard  EITC  payments  as  income  to  recipients. 
Extended  credit  through  1976.  (Additional  one-year  extensions  were  made  in 
1976  and  1977.) 

Raised  the  income  ceiling  from  80  percent  to  95  percent  of  the  area  median. 


6:2 


1976  P.L  94-385.  Energy  Weatherization  aid  for  low- 
Conservation  and  income  households. 
Production  Act  of  1976. 

1976  P19M01  Daycare  


1975  PI.  94  455.  Tax  Reform      Tax  credit  for  dependent  and 

Act  of  1976.  child  care  expenses. 


1976  PI  94  482.  Education       Vocational  education.. 

Amendments  of  1976. 


1976  PI  94  -566.  Unemployment  1.  Cash  aid  for  need> 

Compensation  families  of  unemployed 

Amendments  of  1976.  fathers. 

2.  Services  for  needy, 
disabled  or  blind  children. 

1377       F.L  3!  ZL  Suppiemer.ldl     ImQ  assistance  to  m 
Appropriations  Act  of         income  households. 
1977. 

1977   P.L  95-93.  Youth  Work  and  training  foi  low 

Employment  and  income  youth. 

Demonstration  Projects 
Act  of  1977. 


ERLC 


Provided  100  percent  Federal  funding  for  weatherization  help  to  low-income 
families,  including  AFDC  families,  through  grants  administered  by  the  Federal 
Energy  Administration  (later  the  Department  of  Energy), 

Provided  special  funds  to  States  for  child  day  care  services  for  one  year  (later 
extended  through  1981).  Permitted  States  to  use  these  100  percent  Federal 
funds  for  grants  to  child  care  providers  for  hiring  AFDC  recipients. 

Replaced  the  dependent/child  care  tax  deduction  with  a  nonrefundable  tax  credit 
and  extended  it  to  married  couples  who  combined  full-time  work  (one 
spouse)  and  part-time  work  or  f'jil-time  schooling  (second  spouse).  Set  the 
credit  at  20  percent  of  expenses  up  to  $2,000  lor  one  child  for  care  in  or 
outside  the  home,  $4,000  for  two  or  more  (maximum  credit  $800  yearly). 
Permitted  credit  for  payments  to  any  relative  not  a  tax  dependent  if  payments 
were  subject  to  .the  social  security  tax. 

Reauthorized  and  amended  the  Vocational  Education  Act  of  1963.  Strengthened 
the  targeting  of  funds  for  economically  disadvantaged  students;  required 
programs  for  displaced  homemakers,  single  heads  of  households  v/ho  lack 
adequate  job  skills,  etc.  Included  a  number  of  provisions  to  promote  sex 
equity  in  vocational  education. 

Permitted  AFDC-(UF)  to  supplement  unemployment  insurance.  Previous  law 
barred  AFDC  payments  for  any  week  that  the  parent  received  unemployment 
insurance. 

Required  States  to  establish  plans  for  medical,  social,  developmental,  and 
rehabilitative  services  for  disabled  or  blind  children  under  16  enrolled  in  SSI 
and  to  make  provision  for  services  to  preschool  children  (with  SSI  funds). 

Authorized  payments  to  companies  and  fuel  deaiers  to  provide  fuel  to  households 
with  incomes  at  or  below  125  percent  of  the  poverty  guidelines.  (Special 
Crisis  Intervention  Program.) 

Authorized  several  programs  for  economically  disadvantaged  youths  (including 
those  in  AFDC  families);  Young  Adult  Conservation  Corps,  Youth  incentive 
Entitlement  Pilot  Projects,  Youth  Conrimuni^  Conservation  and  Improvement 
Projects,  Youth  Employment  and  Training  Programs, 
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Year 


Law  Of  I 


Income  benefit 


Description 


1977  P.L  35-113.  Food  Stamp 

Act  of  1977  (Title  XIII  of 
the  Food  and  Agriculture 
Act  of  1977). 


197;  P.L.  35-128.  housing  and 

Community  Development 

Act  of  1977. 
1978  P.L  95-239.  Black  Lung 

Benefits  Reform  Act  of 

1977. 

1978  P.L  95-524.  Compretiensive 

Employment  and  Training 
Act  Amendments  of  1978. 

1978  P.L.  35-568.  Economic 

Opportunity  Amendments 
of  1978. 


is:8., 
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F.L  95-588.  veterans  and 
Survivors  Pension 
Improvement  Act  of  1978. 


Food  stamps  for  needy 
households. 


Rural  rerital  assistance  ^Sec. 
521). 

Cash  benefits  for  coal  miners 
and  their  families. 

Skill  training  


1.  EApeijiTientdi  pt  jnd 
training  projects. 

2.  Head  Start  


Cash  aid  lor  need)  veterans' 
families. 


Repealed  the  requirement  that  participants  pay  for  stamps.  Restricted  eligibility 
by  imposing  a  "countable"  income  ceiling  (100  percent  of  the  pover^ 
guideline)  and  by  limiting  allowable  deduclions  from  gross  income.  Estab- 
lished a  standard  household  deduction  and  a  maximum  shelter/dependent  care 
expense  deduction  (both  to  be  adjusted  periodically  for  price  inflation). 
Established  an  earnings  deduction,  20  percent  of  gross  wages.  Permitted  a 
limited  number  of  pilot  workfare  programs,  in  whicn  recipients  were  required 
to  work  for  their  benefits. 

Required  FmHA  to  implement  the  rental  assistance  program,  authorized  in  1974, 
which  provided  that  low*income  families  should  not  pay  more  than  25  percent 
of  their  income  for  rent. 

Liberalized  eligibility  rules  for  those  who  filed  claims  after  1973. 


Established  private  sector  initiative  employment  and  training  program  for  eco^ 
nomically  disadvantaged,  unemployed,  and  underemployment  persons. 

Established  program  of  "Demonstration  Employment  and  Training  Opportunities" 
for  low-income  unemployed  [>ersons,  especially  youths,  welfare  recipients,  and 
single  heads  of  households  with  dependent  children. 

Altered  formula  for  fund  distribution,  but  continued  to  stress  relative  numbers  of 
AFDC  and  poor  children. 

Raised  benefit  levels  of  veterans  pension  program,  provided  for  automatic 
benefit  adjustments  for  price  inflation  (at  same  time  and  by  same  percentage 
as  social  security  benefits)  and  prescribed  stricter  income  eligibility  rules. 

634 


00 
CXi 


1978  PI  95-600  Revenue  Act  of  1.  Tax  credits  for  hiring 

1978.  persons  in  targeted 

groups. 


2.  Tax  credit  for  hiring  AFDC 
recipients. 


3.  Personal  exemption, 
income  tax. 

4.  Earned  income  tax  credit.... 


1978 .      F  L  95  6:7  Child  Nuti'.tior.    Free  school  meals,  reduced- 
Afi^endmenls  of  1978         price  lunches,  child  care 
food  program;  V/IC. 


1979...     PL  96-126   Energy  assistance.. 


1979       PL  95  153  Housing  and     1.  Rental  subsidies  iSec.  8) 
Community  Development      and  low-rent  public 
Amendments  of  1979.  housing. 

2.  Rural  housing  repair  loans 
(Sec.  504). 

ERLC 


Authorized  nonrefundable  t^x.credit  to  employers  who  hired  members  of  target 
groups,  including  economically  disadvantaged  youth  or  cooperative  education 
students  and  SSI  recipients..  Credit  equalled  SO  percent  of  first  $6,000  of 
wages  for  the  first  year  (maximum  of  ^3,000  per  worker)  and  25  percent  of 
sucfi  wages  for  the  second  year.  For  hiring  youths  16  and  17  years  old  in  the 
summer,  the  credit  equalled  85  percent  oftne  first  $3,000  paid  (maximum  of 
$2,550).  Targeted  Jobs  Tax^Ci-edit. 

Increased  credit  from  original  1975  level  to  50  percent  of  first  $6,000  in  wages 
paid  to  a  worker  in  trade  or  business  the  first  year  (maximum  credit  of 
$3,000)  and  to  25  percent  of  such  wages  the  second  year.  For  non-busineas 
wages,  credit  was  raised,to  35  percent  of  first  $6,000. 

Raised  the  exemption  from  $750  to  $1,000  in  1979  and  thereafter, 

Increased  the  maximum  credit  to  $500  annually  (from  original  1975  level  of 
$400)  and  the  income  limit  to  $10,000.  Made  the  credit  permanent. 
Authorized  advance  payments  of  the  EITC,  as  an  addition  to  the  worker's 
paycheck.  Required  EITC  payments  to  be  treated  as  "earned"  income  (and, 
thus,  to  reduce  welfare  benefits). 

Raised  from  100  to  125  percent  of  the  Secretary's  income  poverty  guideline  the 
income  limit  for  free  meals,  lowered  the  relmoursement  rate  for  reduced  price 
lunches,  but  allowed  States  charging  less  than  the  maximum  meal  charge  to 
receive  an  additional  reimbursement.  Made  the  child  care  food  program 
permanent.  Extended  WIC  through  FY82  and  revised  the  eligibility  criteria. 

Authorized  home  heating  and  energy  crisis  aid  for  low  income  households.  Energy 
Crisis  Assistance  Program. 

Authorized  HUD  increase  the  maximum  rent  from  25  percent  of  counted  income 
(established  in  1974)  to  30  percent  (except  for  families  who  moved  in 
before  1980).  HUD  did  not  implement. 

Increased  loan  ceiling  to  $7,500  tor  repair  of  rural  dwelling. 
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Year 


Law  or  bill 


Income  benefit 


Description 


1973  H.R.  43C4.  Social  Welfare 

Reform  Amendments  of 
1979.  Passed  by  House 
only.  NOT  ENACTED. 

198C..  P.u.95-:i2.The  Refjgee 

Act  of  1980. 

198C  PI  96-223.  HomeEnersv 

Assistance  Act  (Title  III  of 
Crude  Oil  Windfall  Profits 
Tax  of  1980). 


3.  Rural  homeownership 
loans,  rural  rental  housing 
and  rural  housing  repair 
loans. 

Minimum  cash  income  floor 
for  children. 


Cash  aid  and  socta!  services 
for  needy  refugees  and 
their  families. 

Energy  assistance  


TOO'' 

A  JV/W  ... 


?,L.  35  2£5.  Social  Secur.tv   Z^'l  jid  for  needy  disabled 


Disability  Amendments  of 
1980. 

F,L  96  272.  Adoptioa 
Assistance  and  Child 
Welfare  Amendments  of 
1980. 


or  blind  children. 

Foster  care  and  adoption 
assistance  for  needy 
children. 


Defined  "low  income"  for  rural  housing  as  income  below  80  percent  of  the  area 
median,  adjusted  for  family  size. 


Bill  would  have  required  States  to  set  AFDC  maximum  benefits  at  a  level  that,  in 
combination  with  food  stamps,  equaled  at  least  65  percent  of  the  poverty 
threshold. 

Authorized  100  percent  federally  funded  aid  for  refugees  judged  needy  by  State 
AFDC  standards.  Limited  aid  to,  at  most,  the  first  three  years  of  a  refugee's 
stay  in  the  U.S. 

Authorized  non-crisis  heating  aid,  cooling  aid  when  medically  needed,  and  crisis 
assistance  for  low-income  households  and  SSI  recipients.  Set  the  income  limit 
at  the  Bureau  of  Labor  Statistics'  "lower  living  standard"  income  level,  which 
varied  bv  region,  unlike  the  poverty  guidelines. 

hpzM  bSI  eligibility  for  disabled  students  by  repealing  attribution  of  parent's 
income  and  resources  to  a  disabled  or  blind  child  18-20  years  old  who  was  a 
student. 

Established  an  adoption  assistance  program  with  Federal  matching  funds  for 
AFDC-  or  SSI'  eligible  children  with  specials  needs.  Revised  foster  care 
program  with  the  aim  of  preventing  unnecessary  separation  of  families. 
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2.  Day  care  Authorized  each  State  to  use  part  of  its  social  services  allotment  (from  Title  XX 

program)  for  child  care  without  having  to  add  State  matching  funds. 

3.  Child  support  funds  for     Permanently  authorized  Federal  matching  funds  for  child  support  enforcement  on 
non-AFuC  children.  beha^owi^-AFDC  children. 


P.L  96-321  

P.L  96-422.  Refugee 
Education  Assistance  Act. 

P.L  96-493.  Omnibus 
Reconcihation  Act  of  198C. 


P.L  96-611, 


P.L  96  34.  Economic 
Recoveiy  Tax  Act. 


F.i..  36  35.  3rrinibu;> 
Reconciliation  Act  of  1981. 


Energy  assistance  

Social  services  for  needy 

Cuban/Haitian  entrants 

and  their  families. 

1.  School  lunch  program  and 
other  child  nutrition 
programs. 

2.  Medicaid  for  needy 
families  with  children. 

Age  limit  for  AFDC  child 
•(student). 

1.  Tax  credit  for  hiring  AFDC 
recipients. 

2.  Tax  credit  for  dependent 
and  child  care  expenses. 


3.  Personal  exemption 
income  tax. 

1.  Social  security  benefits  for 
students. 

2.  Social  security  benefits  for 
parents. 

3.  Earned  income  tax  credit.... 


Authorized  home  heating  and  energy  crisis  assistance  for  lov/-income  households. 

Authorized  100  percent  federally  funded  social  services  for  certain  Cubans  and 
Haitians  judged  needy  bv  State  AFDC  standards,  and  under  the  same  terms  as 
the  Refugee  Act  of  1980. 

Lowered  school  lunch  subsidy  rates,  reduced  reimbursement  rates  in  other 
nutrition  programs,  eliminated  March  update  of  0MB  poverty  guidelines  used 
for  free  and  reduced  price  meal  eligibility.  Replaced  special  haraship  deduction 
with  standard  deduction. 

Included  a  number  of  provisions  to  reduce  Medicaid  costs.  Authorized  demonstra- 
tion projects  using  Medicaid  funds  to  train  AFDC  recipients  as  home  health 
aides. 

Gave  States  the  option  to  extend  AFDC  to  children  aged  18-20  only  if  they  were 
high  school  or  noncollege  students  in  vocational  training  (permitting  exclusion 
of  college  students.) 

Extended  the  Targeted  Jobs  Tax  Credit  to  cover  jobs  for  persons  enrolled  in  AFDC 

for  at  least  90  days  or  WIN  participants.  Repealed  the  separate  tax  credit  for 

hiring  AFDC  recipients. 
Increased  the  credit  for  those  with  incomes  of  $10,000  or  less  to  30  percent  of 

expenses  up  to  $2,400  for  one  child,  up  to  $4,800  for  two  or  more  children 

(maximum  credit,  $1,440).  Phased  down  the  credit  rate  to  20  percent  at 

incomes  of  $28,000  and  above. 
Provided  that  $1,000  personal  exemption  would  be  adjusted  annually  for  price 

inflation,  beginning  in  1985. 
Eliminated  student  benefits  except  for  fulMime  elementary  or  secondary  school 

students  under  age  19. 
Eliminated  parent's  social  security  benefit  upon  the  child's  16  birthday  (formerly, 

u|)on  the  child's  18th  birthday). 
Required  welfare  offices  to  assume  that  an  AFDC  family  determined  to  be  eligible 

for  EITC  was  receiving  it  on  an  advance  basis,  regardless  of  whether  it  was 

so  paid. 
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Year  Law  or  bill  Income  benefit  Description 

4.  Treatment  of  earnings  of    Limited  duration  of  the  work  incentive  t}onus  (disregard  of  the  first  $30  earned 
AFDC  recipients.  monthly  plus  one-third  of  the  rest)  to  the  first  4  months  of  a  job  and 

standardized  and  limited  other  expense  deductions  (monthly:  $75  standard 
deduction;  plus  child  care  costs  up  to  $160  per  child;  both  subject  to 
reduction  for  less  than  full-time  work).  Imposed  a  gross  income  limit,  set  at 
150  percent  of  the  State's  standard  of  need.  Imposed  a  minimum  benefit 
threshold  (providing  that  a  family  would  be  ineligible  for  AFDC  unless  its 
benefit  equalled  at  least  $10  monthly),  but  required  States  to  extend 
Medicaid  to  such  families. 

5.  Treatment  of  resources  of   Exempted  from  countable  resources  a  family's  home  and  (subject  to  equity  value 
AFDC  families.  limits)  car.  Lowered  the  countable  resource  limit  to  $1000  per  family 

(previous  regulations  set  the  limit  at  $2,000  per  family  member,  but 
permitted  States  to  count  the  house  and  car). 

6.  Treatment  of  AFDC        Required  States  to  count  a  portion  of  stepparent  income  as  available  to  an  AFDC 
stepparent  income.  child  (earlier  this  was  done  only  in  States  that  made  all  stepparents 

financially  responsible  for  their  stepchildren). 

7.  Age  limit  for  AFDC  child  Lowered  the  maximum  age  for  an  AFDC  child  to  18  (with  State  option  to  extend 

to  19  for  a  high  school  student). 

8.  Treatment  of  unborn  child   Disqualified  from  AFDC  unborn  children  before  third  trimester  of  mother's 
of  needy  mother.  pregnancy,  but  permitted  States  to  give  Medicaid  to  a  first-time  pregnant 

women  from  the  beginning  of  verified  pregnancy. 

9.  Work  programs  for  AFDC 
recipients: 

erIc 


a.  Community  work 
experience  programs 
(CWEP). 

b.  WIN  demonstration 
program. 

c.  Work 
supplementation 
program. 

10.  Cash  aid  for  needy 
families  of  unemployed 
parents. 

11.  Food  stamps  for  needy 
households. 


12.  Medicaid  for  needy 
families  with  children: 
a.  Medically  needy... 


b.  Age  limit  for 
children. 

c.  Coverage  of  needy 
families  ineligible 
for  AFOC. 


Peri^tted' States  to  establish  Community  Work  Experience  Programs  (CWEP), 
for  AFDC  recipients,  under  specified  conditions  regarding  health,  safety, 
minimum  wage,  and  the  like.  This  permitted  States  to  require  recipients  to 
work  off  their  welfare  grant  (workfare). 

Authorized  WIN  demonstration  programs,  administered  solely  by  State  welfare 
agencies  rather  than  jointly  with  State  employment  agencies. 

Authorized  work  supplementation  programs,  in  which  jobs  could  be  offered  as  an 
alternative  to  AFDC  (at  reduced  grant  levels). 

Renamed  AFDC-UF  as  AFDC  for  Unemployed  Parents  (AFDC-UP),  but  specified 
that  the  qualifying  unemployed  parent  must  be  the  principal  earner. 

Restricted  income  eligibility  for  food  stamps,  delayed  adjustment  of  benefits  for 
price  inflation,  reduced  the  earned  income  deduction  from  20  to  18  percent  of 
gross  wages,  and  permitted  States  to  operate  workfare  programs  for  recipi- 
ents. 


Repealed  requirement  that  States  with  programs  for  the  medically  needy  must 
offer  comparable  coverage  to  all  four  such  grouos  (aged,  blind,  disabled,  and 
members  of  families  with  children).  Requirerf  States  that  offer  medically 
needy  coverage  to  sny  group  to  provide  ambulatory  services  to  children  and 
prenatal  and  delivery  services  to  pregnant  women.  See  No.  8  above. 

Permitted  States  to  limit  Medicaid  coverage  of  children  to  those  under  age  18 
(see  No.  7  above)  or  to  extend  coverage  to  all  aged  18  through  20,  or  to 
reasonable  classifications  within  this  group. 

Required  States  to  give  Medicaid  to  families  ineligible  for  AFDC  because  of  that 
program's  new  $10  monthly  benefit  threshold  (See  No.  4  above). 
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Year  Law  of  bill  Income  benefit  Description  

d.  Screening  and  Repealed  penalty  (reduction  in  AFDC  funds)  for  State  failure  to  inform  AFDC 
treatmenl  of  families  about  availability  of  screening,  diagnostic,  and  treatment  services  for 
children.  children  or  to  arrange  such  services  upon  request. 

e.  Administration  and  (^ave  States  more  flexibility  in  program  design.  Authorized  them  to  provide 
funding.  services  by  use  of  designated  providers  (under  a  freedom-of-choice  waiver). 

Provided  for  reductions  in  Federal  cost  sharing  in  Rscal  Years  1982-84. 

13.  Maternal  and  child       Consolidated  into  a  block  grant:  Maternal  and  Child  Health  Services,  Supplemen- 
health  grants.  tal  Security  Income  services  for  disabled  children,  lead-based  paint  poisoning 

prevention,  genetic  diseases,  sudden  infant  death  syndrome,  hemophilia 
treatment  centers  and  adolescent  pregnancy. 

14.  Day  care  Reestablished  title  XX  as  social  services  block  grant,  with  no  Federal  regulations, 

earmark  of  funds  for  day  care,  or  requirement  for  State  funding. 

15.  Elementary  and  Consolidated  into  a  block  grant  numerous  categorical  programs,  including  some 
secondary  education         for  disadvantaged  students. 

grants. 

16.  School  meals,  other  child  Lowered  income  eligibility  criteria  for  reduced-price  meals  from  195  percent  to 
nutrition  programs.  185  percent  of  tne  poverty  guidelines;  eliminated  standard  deductions  for  free 

and  reduced-price  meal  eligiblity  and  set  free  meal  eligibili^  at  the  gross 
income  stanaard  for  food  stamps  (130  percent  of  poverty  level).  Lowered 
school  lunch  and  breakfast  cash  reimbursement  rates.  Made  eligibility  changes 
in  child  care  food  program  and  lowered  reimbursement  rates. 

17.  Rental  subsidies  (Sec.  Raised  family  rent  to  the  higher  of  (1)  30  percent  of  counted  income  or  (2)  10 
8)  and  low-rent  public  percent  of  gross  income,  effective  immediately  for  new  tenants,  phased  in  for 
housing.  old  ones,  but  retained  rule  that  public  housing  tenants  must  pay  full  sum 

O  '6*0    earmarked  for  housing  in  welfare  check. 

ERIC 


18.  Rental  subsidies tSec;' 
8). 

19.  Low*rent  public  housing... 


20.  Rental  subsidies  (Sec. 
236). 

21.  Energy  assistance  


1981  ,  P  L.  97-119.  Black  Lung      Cash  benefits  for  coal  miners 

Benefits  Revenue  Act  of      and  their  families. 
1981. 

1982  P  L  97-248.  Tax  Equity  and  1.  Treatment  of  AFDC 

Fiscal  Responsibility  Act       families  in  shared 
of  1982.  households. 

2.  Work  rules  for  AFDC 
applicants. 

3.  Cash  aid  for  needy 
children  of  absent 
servicemen. 

4.  Medicaid  for  needy 
families  with  children. 


1982       P  L.  97  253  Omnibus        Food  stamps  for  needy 
Budget  Reconciliation  Act  households, 
of  1982. 


ERLC 


Reduced  share  of  units  that  could  go  to  families  with  income  above  50  percent 
of  the  area  median  from  70  percent  to  10  percent  for  re-rentals  (5  percent 
for  new  rentals). 

Reduced  shard  of  units  that  could  go  to  families  with  income  above  50  percent 
of  the  area  median  from  80  percent  to  10  percent  for  re-rentals  (5  percent 
for  new  rentals). 

Raised  rent  from  25  percent  to  30  percent  of  counted  income,  and  continued 
rule  that  "basic"  rent,  if  higher,  must  be  paid. 

Authorized  payments  to  low-income  and  categorically  eligible  households  to  help 
meet  weatnerization  costs,  as  well  as  heating  and  cooling  bills.  (Low  Income 
Home  Energy  Assistance  Act  of  1981,  Title  ml  of  P.L.  97-35) 

Restricted  eligibility  for  those  who  claimed  benefits  after  1973. 


Permitted  States  to  reduce  benefits  for  shared  households  by  prorating  the 
portion  designated  for  shelter  and  utilities. 

Permitted  States  to  require  job  search  of  applicants. 

Prohibited  AFDC  to  families  whose  parent  was  absent  solely  because  of  active 
duty  in  the  uniformed  services. 

Barred  States  from  imposing  cost-sharing  charges  on  Medicaid  services  for 
children  under  age  18;  allowed  such  charges  for  persons  18-21.  Authorized 
States  to  extend  home  care  coverage  to  certain  disabled  children  who  would 
qualify  for  Medicaid  if  they  were  institutionalized. 

Reduced  maximum  benefits  by  one  percent,  so  as  to  provide  99  percent  of  the 
cost  of  the  Thrifty  Food  Plan,  through  fiscal  year  1985. 
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Year 


Law  or  bill 


Income  benefit 


Description 


1982. 


1983., 
1983. 


P.L  9;-300.  Job  Tiaining 
Partnership  Act  of  1982. 


P.i..  98-21.  Social  Security 
Amendments  of  1983. 

P.L.  98-181.  Housing  and 
Urban  Rural  Recovery  Act 
of  1983. 
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job  ttaining  for  low-income 
persons. 


Fedeiai  cash  income  for 
disabled  or  blind  children 

I.  Rental  subsidies  (Sec.  8> 
and  low 'rent  public 
housing. 


2.  Rural  homeownership 
loans,  rental  housing,  and 
housing  repair  loans: 


Authorized  comprehensive  job  training  services  for  economically  disadvantaged 
persons.  Specified  that  at  least  40  percent  of  funds  must  be  used  for  youth. 
Incorporated  several  previous  programs,  including  Job  Corps  and  summer 
youth  employment  program.  Required  AFDC(but  not  other  need-tested  pro- 
grams like  food  stamps  and  public  housing)  to  count  as  available  income  any 
allowance  or  earnings  paid  to  JTPA  participants,  except  that  it  permitted 
States  to  disregard  such  JTPA  payments  made  to  AFDC  children  for  a 
maximum  period  of  six  months. 

Raised  SSI  benefits  by  $240  yearly  (7  percent)  and  deferred  1983  cost-of-living 
adjustment  for  six  months. 

Increased  the  share  of  units  that  could  go  to  families  with  income  above  50 
percent  of  area  median  from  10  to  25  percent  for  re-rentals.  Excluded  from 
income  used  to  calculate  rent  (among  other  items):  $480  annually  for  each 
household  member  (except  the  head  or  spouse  of  head)  who  is  under  18 
years  old  or  older  than  18  and  disabled,  or  a  full-time  student;  $400  for  any 
elderly  family;  child  care  expenses  needed  to  permit  a  family  member  to  work 
or  to  further  his  education.  (Both  programs  previously  excluded  $300 
annually  for  each  child  who  was  under  18  years  old  or  a  full  time  student. 
Public  housing  regulations  also  disregarded  dependent  care  expenses  needed 
to  enable  the  tamily  head  or  spouse  to  work.) 

Defined  'very  low  income'  for  rural  housing  programs  as  income  less  than  50 
percent  of  the  area  median,  adjusted  for  family  size. 
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a.  Rural  home     ^  ' 
ownership  (Sec. 
502). 

b.  Rural  rental  housing 
(Sec.  515). 

c.  Rural  housmg  repair 
loans  (Sec.  504). 

Rural  rental  assistance 
(Sec.  521). 


4.  Rural  housing  preservation 
grants  (Sec.  533). 

H.R.  1036.  Communtty        Public  i^ervice  empioyment  

Renewal  Employment  Act. 
Passed  by  House  only. 
Not  Enacted. 

P.L  98-369:  Deficit         1.  Treatment  of  earnings  of 
Reduction  Act  of  1984.       AFDC  families: 

a.  AFDC  eligibiliW  and 
size  of  benefit. 


b.  Medicaid  eligibility 

c.  EITC  


Required  that  40  percent  of  Sec.  502  houses  be  occupied  by  very  low  income 
families.  Lengthened  maximum  repayment  period  for  Sec.  502  loans  to  38 
years. 

Required  that  75  percent  of  existing  Sec.  515  rental  units  and  95  percent  of 
new  rental  units  be  occupied  by  very  low-income  families.  . 

Restricted  loans  to  very  lownncome  families,  removed  loan  ceilings,  and 
authorized  the  Secretary  to  determine  maximum  loan  amounts. 

Increased  tenants'  rent  to  the  greater  of  (1)  30  percent  of  monthly  adjusted 
income  (as  defined  by  the  Housing  Act  of  1937,  as  amended),  (2)  10 
percent  of  monthly  income  or  (3)  the  portion  of  the  famit/s  welfare  payment 
designated  for  rent. 

Authorized  grants  to  State  and  local  governments  and  private  nonprofit  organiza- 
tions to  rehabilitate  slngle^amlly  housing  and  rental  properties  affordable  to 
rural  lownncome  home  owners  and  renters. 

Bill  would  have  provided  public  service  jobs  for  lon^-term  unemployed  individ^ 
uals,  with  priority  for  those  who  had  exhausted  their  unemployment  insurance 
benefits  and  lived  in  families  with  no  other  full-time  working  member. 


Required  States  to  deduct  more  earnings  from  income  used  to  calculate  AFDC 
grant  (and,  thus  to  increase. benefits  to  workers)  and  to  treat  part-time 
earnings  the  same  as  full-time  earnings.  Mandatory  deductions:  first  four 
months  of  job,  $105  monthly  plus  child  care  costs  (up  to  celling),  plus  one* 
third;  next  8  months,  $105  monthly  plus  child  care  costs;  thereafter,  first  $75 
monthly  plus  child  care  costs.  Increased  gross  income  limit  from  150  percent 
to  185  percent  of  AFDC  State  need  standard. 

See  No.  6a  below. 

Repealed  rule  that  EITC  be  deemed  available  income  for  AFDC  families  deter- 
mined  eligible  for  it. 
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APPENDIX  E.  CHRONOLOGY  OF  CONGRESSIONAL  ACTION  '  ON  SELECTED  MAJOR  INCOME  BENEFITS 
FOR  CHILDREN  (OR  FAMILIES  WITH  CHILDREN):  1960-84*— Continued 


Year  Law  or  bill   Income  benefit  Description  

2.  Child  support  for  AFDC     Required  States  to  ''pass  through''  to  the  AFDC  family  $50  monthly  in  child 
children.  support  collections  from  an  absent  parent,  and.  thus,  to  increase  the  family's 

AhDC  grant. 

3.  Work  programs  for  AFDC    Authorized  Federal  funds  for  specified  work  expenses  of  CWEP  recipients, 
recipients. 

4.  Cash  aid  for  needy  blind    Increased  SSI  counted  assets  limit  in  stages,  from  $1,500  per  person  to  $2,000 
or  disabled  children.         in  1989. 

5.  Treatment  of  nonneedy     Generally  required  States  to  include  (non-SSI)  parents  and  siblings  of  an  AFDC 
members  of  AFDC  families,    child  in  the  AFDC  unit  and,  thus,  to  count  their  income  and  needs  in 

calculating  the  grant.  (Previously  a  non-needy  relative,  such  as  a  child  with 
his  own  social  security  survivor's  check,  could  be  excluded.) 

6.  Medicaid  eligibility 

a.  Working  families      Required  States  to  continue  Medicaid,  with  Federal  matching  funds,  for  9  months 
ineligible  for  AFDC.      to  families  who  lost  AFDC  eligibility  because  of  the  exoiration  of  the  disregard 

of  one-third  of  residual  earnings  after  four  months  of  work;  permitted  States 
to  extend  Medicaid  another  6  niionths  (15  months  in  all). 

b.  Needy  children  Required  States  to  give  Medicaid  to  all  children  under  one  year  old  as  of  Oct.  1, 

1984  (ultimately,  to  all  under  five)  in  families,  regardless  of  structure,  wiih 
income  and  resources  within  AFDC  eligibility  limits. 

c.  First-time  pregnant    Required  States  to  extend  Medicaid  to  first-time  pregnant  women  who  would  be 
women.  eligible  for  AFDC  in  their  State  upon  birth  of  the  baby,  and  to  those  in  two- 
parent  families  whose  principal  breadwinner  was  unemployed  and  whose 
mcome  and  resources  were  within  State  AFDC  eligibility  limits. 

7.  Earned  income  tax  credit....  Raised  maximum  credit  from  $500  to  $550.  Increased  eligibility  limit  to 
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1984  P.L  98-378.  Child  Support 

Enforcement  Amendments 
of  1984. 


1984. 


Child  Support.. 


Required  States  by  October  1985  to  adopt  three  measures  of  collecting  overdue 
child  support  payments:  withholding  an  amount  from  wages,  withholding  an 
amount  from  State  income  tax  refunds,  and  imposing  liens  against  property  of 
the  delinquent  parent. 

Permitted  establishment  of  paternity  until  a  child's  18th  birthday.  Extended 
incentive  payments  to  States  for  collections  made  dn  behalf  of  non-AFDC 


P.L.  98-473  Food  stamps  for  needy        Restored  the  maximum  food  stamp  benefit  to  100  percent  of  the  cost  of  the 

families.  Thrifty  Food  Plan  (from  the  99  percent  level  adopted  in  1982). 

1984  P.L.  98-5Z4.  Carl  0.  Perkins  Vocational  education  Replaced  the  Vocational  Education  Act  of  1963.  Provided  that  Stat^  must  spend 

Vocational  Education  Act.  specified  percentages  of  their  Federal  funds  for  such  groups  as  disadvantaged 

individuals,  adults  in  need  of  training  and  retraining,  single  parents  and 
homemakers. 


■  Enactment  of  laws  and  passage  by  either  House  of  Congress  of  bills  proposing  major  changes. 

^  Thi:>  cniunoiQg>  cununtidu^  pu  immt  levied  piugidniu  tui  cnndren  anO  then  Umkb,  bui  jnciudeb  M^me  non  income  tebted  benefitb,  ^uch  as  Social  Security  survivors  benefitb,  that 


have  a  substantial  impact  on  poo:  children. 
3  January. 

*Vee  Burke  compiled  this  chronology,  to  which  all  report  authors  contributed. 
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APPENDIX  F.  THE  INCOME  DISTRIBUTION* 


I.  The  Income  Distribution  ^ 

Income  distribution  can  be  examined  in  various  ways.^  These  in- 
clude measuring  the  shares  received  by  a  given  percentage  of  the 
population  (e.g.,  the  top  X  percent  of  the  population  received  X 
percent  of  the  income),  the  percent  of  the  population  whose  income 
IS  below  the  mean  or  median,  and  whether  the  distrib  ition  is  bell- 
shaped  or  deviates  from  such  distribution. 

Examining  income  distribution  presents  at  least  three  problems.' 
First,  income  is  not  always  captured  by  official  statistics.  For  exam- 
ple, taxes,  employee  fringe  benefits,  and  non-cash  social  welfare 
benefits  are  not  included  in  the  analysis,  and  some  cash  income 
and  barter  income  are  not  reported.  Second,  there  is  "nonpecun- 
iary"  income,  which  may  be  produced  in  the  home  by  family  mem- 
bers or  derived  from  satisfaction  on  the  job.  A  third  problem  con- 
cerns life-cycle  earnings.  The  basic  premise  is  that  earnings  change 
over  an  individuals  lifetime.  They  are  low  when  an  individual  is 
young,  tend  to  be  high  during  prime  working  years,  and  drop  off 
again  during  old  age.  Consequently,  at  any  single  point  in  time,  the 
distribution  of  income  varies  with  the  age  distribution  of  society.  A 
final  difficulty  is  what  Mark  Lilla  refers  to  as  "income  dynamics;** 
that  is,  single  point  in  time  income  distribution  fail  to  provide  in- 
formation on  how  people  or  families  are  moving  into  and  out  of 
certain  income  categories.  Though  the  income  distribution,  for  ex- 
ample, may  appear  unchanged  from  one  year  to  the  next,  families 
may  have  been  changing  places  over  the  year. 

While  these  are  important  problems,  analysts  continue  to  exam- 
ine the  income  distribution  at  single  points  in  time  because  better 
data  are  not  widely  available.  With  this  in  mind,  the  present  ap- 
pendix examines  family  income  distributions  from  1968  to  1983  by 
using  three  measures,  the  Gini  index,  quintiles  and  a  complex 
measure  summarizing  the  shape  of  the  distribution. 

II.  Data  and  Methods 

In  computing  Gini  coefficients  and  quintiles  among  families  with 
children,  we  imposed  several  restrictions  on  the  Current  Popula- 
tion Survey  (CPS).  First,  wc  'imited  the  sample  to  primary  and  sec- 
ondary families  with  children  under  18  years  of  age.  Second,  we  re- 
stricted the  analysis  to  families  whose  Incomes  were  not  affected  by 


'Richard  R  Verdugo  wrote  thia  appendix  except  for  the  lost  section,  v^nich  waa  written  by 
Peter  Gottschalk. 
*  Chapter  5  discusses  what  is  meant  by  an  income  distribution, 

'See.  for  example,  F.A.  G>well.  Measuring  Inequilit>,  Techniques  for  the  Social  Sciences, 
John  Wiley  &  Sons,  New  York  1977. 

'  See  Mark  Lilla,  Why  the  income?  distribution  is  ao  misleading  "  Public  Interest  no,  77,  Fall 
1984.  p.  72-76. 
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"top  coding."  For  confidentiality  purposes,  the  Census  Bureau, 
which  conducts  the  CPS,  imposes  aa  upper  bound  (or  "top  code**) 
on  income.  From  1968  to  1979  the  CPS  used  an  upper  bound  of 
$50,000  or  more;  beginning  witli  the  1980  CPS,  however,  the  upper 
bound  was  changed  to  $75,000  or  more. 

Since  total  family  income  is  composed  of  income  sources  with 
ceilings,  the  bounds  and  their  changes  from  1979  to  1980  presented 
two  problems.  On  the  one  hand,  we  do  not  know  how  families  in 
the  upper  income  bracket  are  distributed.  And,  on  the  other  hand, 
the  change  in  the  upper  income  bracket  leads  to  comparability 
problems  between  the  years  before  1980  and  the  years  thereafter. 

The  strategy  we  employed  in  handling  these  difficulties  is  dis- 
cussed below.  First,  we  examined  the  percent  of  families  in  the 
upper  income  bracket  for  CPS  years  1971  to  1984.  These  data  are 
presented  in  Table  1.  As  can  be  seen,  there  is  a  dramatic  drop  in 
these  percents  from  1978  to  1979,  CPS  years  1979  and  1980.  Chart  1 
presents  a  graphic  representation  of  the  data,  and  highlights  the 
extreme  drop  in  the  percents.  Since  the  largest  percent  of  families 
in  the  upper  income  bracket  was  3.6  percent,  v/e  eliminated  the  top 
3.6  percent  of  families  (based  on  family  income)  in  each  year  from 
the  computation  of  Gini  coefficients  and  quintiles.  Our  analysis, 
therefore,  is  limited  to  the  first  96.4  percent  of  families  with  chil- 
dren. 

TABLE  L-PERCENT  OF  FAMILIES  AFFECTED  BY  THE  UPPER  INCOME  LIMIT.  1970-83^ 


 Calendar  year  Percent  Calendar  year  Percent 

1970                           0.5       1977   2.6 

1971  6       1978   3.6 

1972  8       1979   q.3 

1973                            1.0       1980   1.6 

1974                            1.1       1981   2.1 

1975...                          1.4       1982   3.0 

1976                            1.9       1983   3.5 


*  horn  1979  on.  the  upper  income  bracKel  is  $75,000  or  mt 
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If  we  had  not  imposed  euch  a  restriction  on  the  data,  our  summa- 
ry measures  of  the  income  distribution  would  have  been  different. 
For  example,  table  2  presents  Gini  coefficients  with  and  without 
these  sample  restrictions  for  CPS  years  1969  to  1984.  As  can  be 
seen,  the  Gini  coefficients  we  have  computed  with  this  restriction 
tend  to  be  lower  than  those  computed  without  the  sample  restric- 
tions. Thus,  since  lower  Gini  coefficients  mean  less  inequality,  the* 
Gini  coefficients  used  in  this  report  most  likely  underrepresent  in- 
equality among  families  with  children. 

III.  Gini  Coefficients,  Quintiles,  and  a  Measure  of  the  Shape  of 

THE  Distribution 

GINI  COEFFICIENTS 

The  Gini  coefficient  is  a  measure,  in  this  case,  of  income  concen- 
tration. It  is  derived  from  the  Lorenz  curve.  The  Lorenz  curve  is 
obtained  by  plotting  the  cumulative  percent  of  families  on  the  hori- 
zontal axis,  and  the  cumulative  percent  of  aggregate  family  income 
on  the  vertical  axis.  If  all  families  had  exactly  the  same  percent  of 
income  as  their  numerical  percent  in  the  population,  the  plot 
would  be  represented  by  a  45  degree  line  referred  to  as  the  "line  of 
equality."  However,  this  is  never  the  case,  and  plots  tend  to  be  fall 
beneath  the  line  of  equality  (such  a  plot  is  known  as  the  Lorenz 
curve).  The  greater  the  inequality,  the  greater  the  area  between 
the  line  of  equality  and  the  Lorenz  curve.  Chart  2  shows  the 
Lorenz  curve  and  the  line  of  equality  for  1983. 

TABLE  2.-GINI  COEFFICIENTS:  1969  TO  1983 


Gini  coefficient  Gini  coefficient 


(restricted)  (unrestricted) » 


1968   0.276  0.308 

1969   .273  .302 

1970   .278  .308 

1971   .283  .311 

1972   .298  .326 

1973   .293  .319 

1974   .298  .321 

1975   .294  .323 

1976.   .272  .301 

1977...   .276  .302 

1978   .275  .299 

1979   .263  .285 

1980   .274  .292 

1981   .287  .312 

1982   .300  .327 

1983   .303  .333 


•  Computed  without  cxduding  t^e  top  3  6  f-ercent  of  families  (based  on  f2mil>  income).  Figures  may  differ 
from  published  data  because  the  cefisus  does  not  top  cc^e  income  for  its  reports. 
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The  Gini  coefficient  is  the  ratio  of  the  area  labelled  "A"  to  the 
area  under  the  diagonal  as  indicated  by  the  area  CDE.  Another 
way  of  expressing  the  Gini  is:  Gini-A/An-B.  The  Gini  ranges  from 
0.0  to  1.0;  as  inequality  increases,  the  measure  moves  toward  1.0. 

The  main  problem  with  the  Gini  is  that  income  transfers  be- 
tween units  (families  or  persons)  have  a  much  greater  effect  on  the 
Oini  if  the  two  units  are  near  the  middle  rather  than  at  either  end 
jf  the  income  distribution.  For  example,  transfering  $1  from  a 
family  with  $1,000  to  a  family  with  $999  has  a  much  greater  effect 
on  reducing  the  Gini  than  transfering  $1  from  a  family  with  $100 
to  one  with  no  income.* 

We  computed  Gini  coefficients  for  families  with  children  using 
the  March  Current  Population  Surveys  for  calendar  years  1968  to 
1983.  In  addition,  the  sample  restrictions  discussed  above  were  im- 
posed because  of  the  "top  coding"  of  income.  These  data  are  pre- 
sented in  Table  3. 

There  are  three  interesting  results  here.  First,  income  inequality 
increased  from  1968  to  1983.  The  Gini  in  1968  was  0.276,  whereas  it 
was  0.303  in  1983.  Second,  from  about  1974  to  1979  there  appears  to 
have  been  a  decline  in  inequality,  as  the  Gini  decreased  from  0.298 
to  0,263.  Third,  from  1979,  the  Gini  increased  rapidly,  with  a  peak 
in  1983  of  about  0.303. 

TABLE  3.-QUINTILES  AND  GINI  COEFFICIENTS:  1968  TO  1983 


Quintiles 


Year 

1st  lowest 

2d 

3d 

4th 

5th 

highest 

coeffldent 

1968  

7.4 

14.8 

19.5 

24.5 

33.8 

0.276 

1969  

7.4 

14.7 

19.6 

24.6 

33.7 

0.273 

1970  

7.2 

14.7 

19.4 

24.7 

34.0 

0.278 

1971  

7.0 

14.5 

19.5 

24.7 

34.4 

0.283 

1972  

6.8 

14.2 

19.5 

25.1 

34.5 

0.298 

1973  

6.8 

14.4 

19.5 

25.0 

34.4 

0.293 

1974  

6.4 

14.3 

20.6 

25.1 

34.6 

0.298 

1975  

6.3 

13.9 

19.6 

25.3 

34.9 

0.294 

1976  

6.4 

13.9 

19.7 

25.3 

34.7 

0.272 

1977  

6.1 

13.7 

19.5 

25.5 

35.2 

0.276 

1978  

6.1 

13.7 

19.5 

25.4 

35.4 

0.275 

1979  

6.0 

13.7 

19.5 

25.3 

35.5 

0.263 

1980  

5.6 

13.3 

19.5 

25.5 

36.1 

0.274 

1981  

,.5.4 

13.0 

19.4 

25.8 

36.5 

0.287 

1982  

4.9 

12.7 

19.1 

25.9 

37.5 

0.300 

1983  

4.8 

12.3 

18.9 

26.0 

38.1 

0.303 

Source:  March  current  popuMm  1968-84. 


♦  See  F.A.  Cowell,  Measuring  Inequality.  Op-  cit. 
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QUINTILES 


(^uintiles  divide  an  income  distribution  into  five  equal  parts.  The 
quintile  data  show  the  percent  of  total  aggregate  family  income  re- 
ceived by  each  fifth  of  tne  families  v/ith  children. 

Table  3  also  presents  quintile  rankings  of  family  income  for  fami- 
lies with  children  from  1968  through  1983.  As  with  the  Gini  coeffi- 
cients, the  data  are  from  the  March  Current  Population  Surveys, 
and  sample  restrictions,  as  discussed  above,  were  imposed. 

Results  from  those  computations  show  that  the  distribution  of 
family  income  became  less  equal  over  time.  There  are  two  points 
which  verify  this  trend.  First,  from  1968  to  1983,  families  in  the 
lowest  three  quintiles  saw  their  share  of  aggregate  famil]^  income 
decrease.  In  some  cases  the  decrease  was  significant.  For  instance, 
in  1968  families  in  the  second  quintile  had  about  14.8  percent  of 
aggregate  family  income,  but  in  1983  their  share  dropped  to  12.3 
percent. 

If  families  in  the  first  to  third  quintiles  experienced  decreases  in 
their  shares  of  aggregate  family  income  from  1968  to  1983,  some 
groups  must  have  made  substantial  gains.  Indeed,  gains  in  the 
share  of  family  income  were  most  significant  among  families  in  the 
fifth  quintile.  Families  in  the  fifth  quintile,  for  example,  had  about 
33.8  percent  of  aggregate  family  income  in  1968,  but  by  1983  this 
figure  had  risen  to  38.1  percent. 


The  decomposition  of  poverty  is  based  on  a  model  developed  in 
Gottschalk  and  Danziger  (1958).  Hie  model  assumes  that  the  ratio 
of  total  income  to  poverty  thresholds  has  a  displaced  log  normal 
distribution.  Changes  in  poverty  can,  therefore,  be  decomposed  into 
changes  associated  with  changes  in  the  mean  and  variance  of  the 
market  income  to  needs  ratio,  the  mean  and  variance  of  the  trans- 
fer income  to  needs  ratio,  the  covariance  of  these  two  ratios,  and 
the  displacement  ^  factor.  For  expositional  simplicity  these  six 
causes  of  changes  in  poverty  are  reduced  to  three,  changes  in  each 
of  the  two  means,  holding  inequality  constant,  and  changes  in  in- 
quality.  For  example,  column  1  of  Table  5-4  (Chapter  V)  reflects 
not  only  the  poverty-decreasing  effects  of  increases  in  mean  market 
income  ratio  but  also  the  poverty-increasing  effects  of  increases  in 
the  variance,  and  the  effects  of  changes  in  the  covariance  and  dis- 
placement factor,  all  of  which  would  result  from  mroportional 
growth  in  the  market  income  ratio  of  each  household.  The  changes 
in  the  mean  and  variance  would  keep  the  coefficient  of  variation 
constant.  Column  3  shows  the  impact  changes  in  the  shape  of  the 
distribution  that  result  when  the  changes  in  the  variance,  covar- 
iance, and  displacement  factor  differ  from  what  would  be  consist 
ent  with  proportional  growth  in  each  household's  market  income 
ratio  and  transfer  income  ratio. 

Intuitively,  the  model  predicts  how  much  poverty  would  have  de- 
clined if  each  household  had  experienced  the  average  increases  in 
market  and  transfer  income  to  poverty  ratios.  The  difference  be- 
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tween  the  obseived  change  in  poverty  and  this  hypothetical  change 
in  poverty  reflects  changes  in  poverty  caused  by  changes  in  in- 
equality. The  fact  that  the  latter  is  positive  in  most  of  the  subpe- 

riods  (Table  &-5)  shows  that  reductions  in  poverty  were  smaller 
than  would  have  been  expected  from  changes  in  the  average  levels 
of  the  two  income  ratios. 
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APPENDIX  H.  POVERTY  RATES  BY  REGION  AND  STATE* 


This  appendix  shows  data  on  poverty  rates  by  region  for  1975  to 
1983,  and  by  State  for  1969,  1975,  and  1979.  Regional  poverty  rates 
are  from  the  annual  March  Current  Population  Survey  (CPS)  (table 
1).  Poverty  rates  by  State  cannot  be  obtained  from  the  annual 
March  CPS--the  d  isign  of  the  CPS  does  not  permit  State  level  esti- 
mates. The  State  level  poverty  rates  provided  in  table  2  come  from 
two  sources.  1969  and  1979  data  are  from  ihe  1970  and  1980  decen- 
nial Census  of  the  population,  1975  data  are  from  a  special  survey 
of  income  and  education  conducted  by  the  Census  Bureau. 

TABLE  l.-REGIONAL  POVERTY  RATES  FOR  REWTED  CHILDREN '  1975-83 

 Year  Northeast'      Mktwest»       Wes!^  South* 

1983  

1982  

1981  

1980  

1979  

1978  

1977  

1976  

1975  

Percentage  increase: 

1979  to  1983  

1975  to  1983  

'  Ail  figures  are  foi  related  children  undei  the  age  of  18.  Figures  are  e;>timates  arnl  subject  to  the  limitations 
of  the  data. 

^  States  in  the  Nodheast  include.  Maine.  Htti  Hampshire,  Vermont,  Massachusetts.  Rhode  island.  Connecticut, 
New  York.  New  Jersey,  and  Pennsylvania.  Delaware,  and  Maryland. 

'  States  m  the  Midwest  include.  Ohio,  Indiana.  Illinois.  Michigan,  Wisconsin.  Minnesota.  Iowa,  North  Dakota. 
South  Dakota.  Nebraska,  and  Kansas. 

*  States  m  the  West  include.  Montana,  Idaho.  Wyoming,  Colorado.  New  Mexico.  Arizona,  Utah.. Nevada, 
Washington,  Oregon,  California,  Alaska,  and  Hawaii. 

'  Stales  in  the  South  jnclude.  District  of  Columbia,  Virginia,  V/est  Virginia,  North  Carolina.  Georgia,  Florida, 
Kentucky,  Tennessee,  Alabama.  Mississippi,  Arkansas,  Louisiana,  Oklahoma,  and  Texas. 


19.7 

20.8 

21.3 

23.7 

19.7 

18.9 

19.7 

25.1 

17./ 

16.6 

18.0 

23.8 

15.9 

15.7 

15.5 

22.1 

15.5 

12.6 

13.3 

20.4 

15.9 

11.9 

13.1 

20.1 

15.2 

13.3 

13.4 

20.0 

15.1 

13.5 

13.3 

16.6 

15.0 

12.7 

15.8 

22.0 

27.1 

65.1 

60.2 

16.2 

31.3 

63.8 

34.8 

7.7 

•Richard  Rimkunas  and  Gene  Falk  prepared  this  appendix. 
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TABLE  2.  -  POVERTY  RATES  FOR  RENTED  CHILDREN  UNDER  AGE  18  BY  STATE.  1969, 

1975,  AND  1979 


Poverty  rale  Percent 

Slate/recion  — -^..l   ^^^^ 

1969  «      1975*      1979 «  1969-79 


Northeast: 

Connecticut   7.8  9.6  11.4  46.2 

Maine   14.5  15.6  15.8  9.0 

Massachusetts   8.8  10.8  13.1  48.9 

New  Hampshire   7.9  10.8       9.4  19.0 

New  Jersey   9.2  12.5  14.1  53.2 

New  York   12.7  13.8  19.0  49.6 

Pennsylvania   10.9  13.3  13.9  27.5 

Rhode  Island   11.7  11.3  13.6  16.2 

Vermont   11.5  18.2  13.9  20.9 

North  Central: 

Illinois   11.0  16.1  14.9  35.5 

Indiana   9.3  10.0  11.9'  28.0 

Iowa   10.1  8.5  11.5  13.9 

Kansas   12.0  9.2  11.4  -5.0 

Michigan   9.4  12.5  13.3  41.5 

Minnesota   9.5  9.8  10.2  7.3 

Missouri   14.9  15.1  14.6  -2.0 

Nebraska   12.2  10.6  12.1  -.8 

North  Dakota   15.9  11.7  14.3  -10.1 

Ohio   10.0  13.2  13.2  32.0 

Soutt)  Dakota   18.9  14.6  20.0  5.8 

Wisconsin   8.9  10.4  10.4  16.9 

South: 

Alabama   29.3  18.4  23.6  -19.5 

Arkansas   31.3  22.7  23.4  -25? 

Delaware   12.3  10.7  15.6  'c,'.'- 

District  of  Columbia   23.1  17.1  27.0  io.9 

Florida   19.2  21.3  18.5  -3.6 

Georgia   24.1  22.4  21.1  -12.4 

Kentucky   24.9  21.4  21.6  -13.3 

Louisiana   30.0  23.9  23.5  -21.7 

Maryland   11.5  10.8  12.5  8.7 

Mississippi   41.3  32.8  30.4  -26.4 

North  Carolina   23.6  18.3  18.3  -22.5 

Oklahoma   19.7  16.0  15.7  -20.3 

South  Carolina   28.7  23.9  21.0  -26.8 

Tennessee   24.6  20.5  20.6  -16.3 

lexas   21.7  20.6  18.7  -13.8 

Virginia   18.0  13.8  14.9  -17.2 

West  Virginia   24.3  20.2  18.5  -23.9 


631' 


614 


TABLE  2. -POVERTY  RATES  FOR  RELATED  CHILDREN  UNDER  AGE  18  BY  STATE.  196<!, 
1975,  AND  1979-Continued 


Poverty  rate  Percent 
State/region  — ^^^.^ 

1959  '       1975  2       1979 »  1969-79 


West: 

Alaska   14.7  7.5  12.1  -17.7 

Arizona   17.9  18.7  16.5  -7.8 

California   12.7  14.6  15.2  19.7 

Colorado   12.7  11.2  11.5   •  -9.4 

Hawaii   10.3  10.5  13.0  26.2 

Idaho   12.7  11.8  14.3  12.6 

Montana   13.3  13.6  13.8  3.8 

Nevada   9.1  11.8  10.0  +9.9 

New  Mexico   26.7  26.1  22.1  -17.2 

Oregon   10.8  9.8  12.0  11.1 

Utah   10.6  9.1  10.7  .9 

Washington   9.8  10.8  11.5  17.3 

Wyoming   11.8  9.6  7.7  -34.7 

U.S.  total/rate   15.1  15.3  16.0  6.0 


'  Source.  U.S.  Bureau  of  th:  Censu:.  Statistical  /tetract  o!  the  United  States.  1984.  Table  783,  p.  475. 
Washington  DC.  1984. 
2  Source:  Survey  of  Income  and  Education.  Unpublished  Data. 

'  Source.  U.S.  Bureau  of  the  Census.  Statistical  Abstract  of  the  United  States.  1934.  Table  733,  p.  475. 
Washington  DC.  1984. 


ERIC 


632 


APPENDIX  I.  SUPPORT  TABLES  FOR  CHARTS  IN  REPORT* 
Support  Table  for  Chart  2.1 

COMPARISON  Of  POVERTY  THRESHOLDS  AND  FEDERAL  INCOME  TAX  THRESHOLD  FOR  A 
FAMILY  OF  FOUR:  1965-82  ^ 


Year 

Poverty  threshold 

Ftdcral  incomt  tax 
threshold 

Difference  * 

1965  

$3,223 

$3,000 

+$223 

1966  

3,000 

+335 

1967 

3  410 

3,000 

+410 

1968 

3,553 

3!ooo 

+553 

1969  

3,743 

3,000 

+743 

1970  

3,968 

3,600 

+368 

1971  

4,137 

3,750 

+387 

1972  ..  . 

..  4,275 

4,300 

-25 

1973  ,  „ 

..   ,.  4,540 

4,300 

+240 

1974,  ,. 

5,038 

4,300 

+738 

1975   

5,500 

6,692 

-1,192 

1976   

5,815 

6,892 

-1,077 

1977  

6,191 

7,533 

-1,342 

1978  .  ,. 

6,662 

7,533 

-871 

1979  

7,412 

8,626 

-1,214 

1980  

8,414 

8,626 

-212 

1981  

9,287 

8,634 

+653 

1982  

9,862 

8,727 

+  1,135 

'  Tax  !lireshoi()  assumes  a  famil)  of  foui  asmg  standard  dediictions  and  taking  ttiQ  earned  Income  tax  credit. 
Note  that  ihis  i%  a  comparison  of  thresholds  ana  the  difference  does  not  indicate  the  degree  of  tax  liabiiit).  It 
should  also  tx,  noted  that  km  jnc^ne  families  are  likely  to  be  subject  to  other  taxes  besioe  Federal  jncome  tax. 
Tdxes  sach  as  State  income  tax,  and  payroll  taxes  are  examples.  The  difference  between  the  Federal  income  tax 
threshold  and  the  poverty  threshold  will  vary  with  different  size  families. 

'  A  plus  si£n  indicates  a  yeat  m  ivhich  the  Federal  income  tax  thresh^^d  is  below  the  poverty  threshold,  a 
minus  sign  inoicates  years  in  which  the  tax  threshold  is  above  the  poverty  threshold. 

Source.  v.S.  House  of  Reptesentatives,  Subcommittee  on  ^/ersight  and  Subcommittee  on  Pubhc  Assistance 
and  Jnemployment  Compensatiori  of  ^ht  Committee  on  Ways  and  Means.  Background  ^laterial  or^  Poverty,  p. 
146. 


'Thomas  Gabe  and  Richerd  Himkunas  prepared  the  data  tables  in  Appendix  I. 
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Support  Table  for  Chart  2.2 
COMPARISON  OF  POVERTY  RATES  BY  AGE  AND  FAMILY  STATUS:  1983 

 ^  tag)  a&  i^"" 

Children   62,140  13,807  22.2 

Aged  adults  in  families  with  children   1,231  249  20.2 

Nonaged  adults  in  families  with  children   8,169  13,821  15.5 

Aged   26,291  3,711  14.1 

Nonaged  adults   •143,182  17,749  12.4 

Aged  adults  in  families  without  children   16,469  1,190  7.2 

Nonaged  adults  in  families  without  children   54,013  2,945  5.5 

Source.  March  1984  Cur.cnt  PopulatKm  Survey.  Estimates  prepared  by  Congressional  Research  Service.  All 
figures  are  estimates  and  subject  to  assumptions  used  m  their  calculation,  and  limitations  of  the  data. 

Support  Table  for  Chart  2.3 
TOTAL  AND  POOR  POPULATION  BY  AGE:  1983 

Total  Poor 

^S'W  Number  (in     p^,^,     Number  (in  p^, 

thousands)  thousands) 

Children   62,140     26.8      13,807  39.2 

Nonaged  adults  (18  to  64)   143,182     61.8      17,749  50.3 

Aged  adults  (65+ )   26,291     11.4       3,711  10.5 

Total   231,291     100.0      35,267  100.0 

Souice.  Mdivh  ;9E4  Cuiienl  Population  Survey.  Estimates  prepared  by  (kmgress.>Qnal  Research  Ser\rice.  Al! 
figures  are  estimates  and  subject  to  assumptions  used  in  their  calculation,  and  [imitations  of  the  data. 
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Support  Table  for  Chart  2.4 

RELATIONSHIP  Of  FAMILY  INCOME  TO  POVERTY  THRESHOLD  FOR  POOR  CHILDREN  AND 

ADULTS:  1983 

Childrefl  (under  18)       Adults  (18  and  okfef) 

Numbcffln  Number  (In 
 thousands)  thousands) 

Family  income: 

Less  than  50  percent  of  poverty 

threshold   5,943  43.1  7.640  35.6 

Between  50  percent  and  74  percent 

of  poverty  threshold   4,105  29.7  5,922  27.6 

Between  75  percent  and  100  percent 

#    of  poverty  threshold   3,759  27.2  7,898  36.8 

Total   13,807    100.0      22,460  100.0 

Source  March  1984  Current  Population  Survey.  Estimates  prepared  by  Congressional  Research  Service.  All 
figures  are  estimates  and  subject  to  assumptions  used  in  their  calculation  and  limitations  of  the  data. 

Support  Table  for  Chart  2.5 
COMPARISON  OF  POVERTY  RATES  FOR  CHILDREN  BY  RACE  AND  FAMILY  TYPE.  1983 

 ^^^'^"^^^"P  tSa      &%  P^^^^te^ 

White  married  couples   41,962  4,924  11.7 

All  married  couples   47,907  6,321  13.2 

White  children   50,628  8,778  17.3 

All  children   62,140  13,807  22.2 

Black  married  couples   4,198  964  23.0 

Black  children   9,380  4,384  46.7 

White  female  heads  of  households   7,478  3,559  47.6 

All  female  heads  of  households   12,591  7,024  55.8 

Black  female  heads  of  households   4,794  3,283  68.5 

Source  March  1384  Current  Population  Survey.  Estimates  prepared  by  Congressional  Research  Serv)ce.  All 
figures  are  estimates  and  subject  to  assumptions  iised  m  !he:r  calculation  and  limitations  of  the  data. 
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SupiMrt  Table  for  Chart  2.6 

COMPARISON  Of  POVtRTY  RATES  FOR  ALL  CHILDREN  BY  MARITAL  STATUS  OF  PARENT  AND 

RACE:  1983 

White  Black 

Number  (in     p.-.,.,     Number  (in  pfrmi 
 thousands)  thousands)  ^"^^ 

Never  married   519  71.3  1,223  77.2 

Separated/divorced   2,655  47.3  1,732  66.8 

VMowed   267  27.9  384  60.7 

Married,  spouse  absent   160  52.4  41  46.6 

Souice.  March  1984  Current  Population  Survey.  Esbmates  prqared  by  Congressional  RKwrch  Service.  All 
figures  are  estimates  and  subject  to  the  assumptions  used  m  the  calculation  and  liTiitations  of  the  data. 

Support  Table  for  Chart  2.7 
COMPOSITION  OF  CHILD  POVERTY  POPULATION  BY  RACE  AND  FAMILY  TYPE.  1983 

White  Black  Other 

Family  type  (In  (In  (In 

thou-  Percent  thou-  Percent  thou-  Percent 
sands)  sands)  sands)  

Female  head   3,616     41.2    3,215     73.3      186  28.8 

Male  present   5.163     58.8    1.089     24.8      459  71.2 

Total   8,778    100.0    4.384    100.0      645  100.0 

Souiui.  March  ;984  Cuiient  Population  Survey.  Esbmates  prnared  by  Congressional  Research  Service.  All 
figures  aie  esbmates  and  subject  to  the  assumptions  used  in  their  cablat'ion  and  limitations  of  the  data. 

Support  Table  for  Chart  2.8 
ALL  CHILDREN  AND  POOR  CHILDREN  BY  MARITAL  STATUS  OF  PARENT.  1983 

Marital  status  of  parent  ttoiitfe)     P^"'     tSiSs)  P^^' 

Married,  spouse  present   48.524  77.2  6.414  46.0 

Married,  spouse  absent   450  .7  231  1.7 

Widowed   1,878  3.0  744  5.3 

Separated/divorced   9,324  14.8  4.654  33.4 

Never  married   2.692  4.3  1.901  13.6 

Source.  March  i384  Cuiient  Population  Survey,  bhmates  prepared  by  Congressional  Research  Service.  All 
figures  are  esbmates  and  subject  to  data  limitations  and  assumptions  used  in  their  calculation. 
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Support  Table  for  Chart  2.9 


COMPARISON  OF  OVERALL  POVERTY  RATE  AND  POVERTY  RATE  FOR  RELATED  CHILDREN: 

1959-83 


Year 

Overall  (toy 

pcpuiiuOn; 

Related  children  > 
(unoer  lo) 

men 

AA  J 

26.9 

inf  A 

AA  A 

  22.2 

26.5 

1951  

• 

A1  A 

  21.9 

25.2 

1962  

A1  1 

  21.1 

24.7 

  19.5 

22.8 

1964  

tn  A 

  19.0 

22.7 

1965  

  i7.i 

20.7 

1966  

  14.7 

17.4 

196/  

1  A  A 

  14.2 

16.3 

1968  

1  A  A 

  12.8 

4  P  A 

15.3 

1969  

  12.1 

13.8 

1970  

«A  A 

  12.6 

1  J  A 

14.9 

1  ATI 

«A  r 

  12.5 

•15.1 

1  A*70 

41  A 

  U.9 

14.9 

1973 

  11.1 

14.2 

1974  

  11.2 

15.1 

1975 

  12.3 

16.8 

1976  

  11.8 

15.8 

1977  

  11.6 

16.0 

1978 

  11.4 

15.7 

1979  

  11.7 

16.0 

1980 

  13.0 

17.9 

1981  

  14.0 

19.5 

1982  

  15.0 

21.3 

1983 

  15.2 

21.7 

'  Children  living  in  a  family  with  a  relative.  The  child  ts  under  18  years  of  age  and  is  not  the  head  or 
spouse  of  the  family. 


Source.  U.S.  Department  of  Comitierce,  Bureau  of  the  Census,  Characteristics  of  the  Population  Below  the 
Poverty  Level.  1983.  Scnes  p.  60,  No.  147  and  Characteristics  of  the  Populaljon  below  the  Poverty  Level.  1978 
P.  60.  No.  124. 


Chart  3.1 

Tables  3-3  and  3-4  in  text  provide  the  estimates  used  to  con- 
struct Chart  3.1.  These  estimates  are  based  on  data  derived  from 
the  decennial  Census. 
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Support  Table  for  Chart  3.2 
PERCENTAGE  DISTRIBUTION  OF  CHILDREN  BY  FAMILY  TYPE:  1959-83 


Year  Male  present'  Female  head 


1959   91.2  8.8 

1960   90.7  9.3 

1961   90.7  9.3 

1962   90.5  9.5 

1963   89.9  10.1 

1964   89.7  10.3 

1965   90.0  lO.'O 

1966   89.6  10.4 

1967   89.1  10.9 

1968   88.4  11.6 

1969  .•   88.7  11.3 

1970   87.8  12.2 

1971   86.2  13.8 

1972   85.7  14.3 

1973   84.6  15.4 

1974   84.1  15.9 

1975   83.2  16.8 

1976   82.9  17.1 

1977   82.0  18.0 

1978  '   82.5  17.5 

1979   82.1  .  17.9 

1980   81.3  18.7 

1981   80.3  19.7 

1982   80.3  19.7 

1983   80.4  19.6 


'  Mal^Present  families  include  both  married  couples  and  single  parent  male-headed  families. 

Source  U.S.  Department  of  Commerce,  Bureau  of  the  Census.  Series  P  60.  "Characteristics  of  the  Population 
Below  the  Poverty  Level."  Selected  years. 


ERIC  638 


621 

Support  Table  for  Chart  3.3 
POVERTY  RATES  ^  FOR  RELATED  CHILDREN  BY  FAMILY  TYPE:  1959-83 


Year 


Female  head 


Overall 


Male  present 


1959   72.2  26.9  22.4 

1960   68.4  26.5  22.3 

1961   65.1  25.2  21.0 

1962                                      70.2  24.7  19.9 

1963   66.6  22.8  18.0 

1964  .:   64.3  22.7  18.2 

1965   64.2  20.7  15.7 

1966   58.2  17.4  12.6 

1967   54.3  16.3  11.5 

1968   55.2       -  15.3  10.2 

1969   54.*  13.8  8.6 

1970   53.0  14.9  9.2 

1971   53.1  15.1  9.3 

1972   53.1  14.9  8.6 

1973   52.1  14.2  7.6 

1974   51.5  15.1  8.3 

1975   52.7  16.8  9.8 

1976   52.0  15.8  8.5 

1977   50.3  16.0  8.5 

1978   50.6  15.7  7.9 

1979   48.6  16.0  8.5 

1980   50.8  17.9  10.4 

1981   52.3  19.5  11.6 

1982   56.0  21.3  13.0 

1983   55.4  21.7  13.4 

'  Poverty  rate  based  upon  a  comparison  of  family's  pre  tax  cash  income  against  "OrshaiisKy"  poverty 
thresholds. 

Source:  Current  Population  Survey. 
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Support  Table  for  Charts  3.4  and  3.5 

POOR  CHILDREN  IN  FAMILIES  BY  TYPE,  1959-83 
[In  thousands] 


Year 


1959   17,208  4,145  24.1  13,063  75.9 

1960   17,288  4,095  23.7  13,193  76.3 

1961   16,577  4,044  24.4  12,533  75.6 

1962   16,630  4,506  27.1  12,124  72.9 

1963   15,691  4,554  29.0  11,137  71.0 

1964   15,736  4,422  28.1  11,314  71.9 

1965   14,388  4,562  31.7  9,826  68.3 

1966   12,146  4,262  35.1  7,884  64.9-. 

1967   11,427  4,246  37.2  7,181  62.8 

1968   10,739  -     4,409  41.1  6,330  58.9 

1969   9,500  4,247  44.?  5,253  55.3 

1970   10,235  4,689  45.8  5,546  54.2 

1971   10,344  4,850  46.9  5,494  53.1 

1972   10,082  5,094  50.5  4,988  49.5 

1973   9,453  5,171  54.7  4,282  45.3 

1974   9,966  5,361  53.8  4,605  46.2 

1975   10,881  5,597  51.4  5,284  48.6 

1976   10,080  5,583  55.4  4,497  44.6 

1977   10,029  5,658  56.4  4,371  43.6 

1978   9,722  5,687  58.5  4,035  41.5 

1979   9,993  5,635  56.4  4,358  43.6 

1980   11,114  5,866  52.8  5,248  47.2 

1981   12,069  6,305  52.2  5,764  47.8 

1982   13,139  6,696  51.0  6,443  49.0 

1983   13,326  6,709  50.3  6,617  49.7 


Source:  Current  Population  Survey. 
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Support  Table  for  Charts  3.6a  and  3.6b 
POVERTY  RATES  FOR  REIATED  CHILDREN  BY  RACE,  ETHNICITY,  AND  FAMILY  TYPE:  1959-83 


Year 


All 


White  

Male  pressflt    Female  head 


Black  

Male  present    Female  head 


All 


Hispanic 
Male  present    Female  head 


1959  

1960  

1961  

1962  

1963  

1964  

1965  

1966  

1967  * 

1968  

1969  

1970  

1971  

1972  -  

1973  

1974  „.... 

1975  

1976  

1977  

1978  

1979  

1980  

1981  

1982  

moo 

o   

ERIC  ;  U.S.  Bgertment  rf  Commerce. 


20.6 
20.0 
18.7 
17.9 
16.5 
16.1 
14.4 
12.1 
11.3 
10.7 

9.7 
10.5 
10.9 
10.1 

9.7 
11.0 
12.5 
11.3 
11.4 
11.0 
11.4 
13.4 
14.7 
16.5 
16.9 


17.4 
17.0 
16.0 
15.1 
13.7 
13.4 
11.4 
9.2 
8.7 
7.8 
6.7 
7.3 
7.4 
6.8 
6.0 
6.9 
8.2 
7.1 
7.1 
6.8 
7.3 
9.0 
10.0 
11.6 
11.9 


Bureau  of  the  Census.  Series  P-60. 


64.6        65.3        60.6  81.6   

59.9  

54.6  

57.6  

54.1  

49.7  ;.  ~" 

52  9   

46!9 5(j!6 39!9 7UZ~IZ~~~~'. 

42.1  47.4         35.3         72.4   :  

44.4  43.1         29.8  70.5   

45.2  39.6         25.0  68.2   

43.1        41.5        26.0        67.7   ;  

44.6  40.7         25.5  66.6   

41.1         42.7         24.1  69.5   

42.1  40.6  21.7  67.2  27.8  18.8  68.7 
42.9  39.6         20.0        65.0         28.6         20.0  64.3 

44.2  41.4  22.1         66.0        33.1         23.8  68.4 

42.7  40.4  19.4         65.6         30.1         20.8  67.3 

40.3  41.6  19.9  65.7  28.0  17.9  68.6 
39.9  41.2  17.6  66.4  27.2  17.2  68.9 
38.6  40.8  18.7  63.1  27.7  19.2  62.2 
41.6  42.1         20.3         64.8         33.0         22.9  65.0 

42.8  44.9  23.4         67.7         35.4         24.5  67.3 

46.5  47.3  24.1         70.7         38.9         27.8  71.8 

46.9  46.3  23.6         68.5         37.8        27.3  70.6 

"Characteristics  of  the  Population  Bekw  the  Poverty  LeveL"  Selected  years. 


Support  Table  for  Chart  3.7 
RATIO  OF  FEMALE-HEADED  FAMILY  POVERTY  RATE  TO  MALE-PRESENT  FAMILY  RATE  1959-83 


White  children 


Year 


female-headed 
ratio  to  other 
family  rate 


Femal^headed 
families 


Male  present 


Black  children 


Ratio  of 
femal^headed 
ratio  to  other 
family  rate 


Female-headed 

families 


Male  present 


Ratio  of 
poverty  rate 
of  children  in 
fem3l^headed 
families  to 
poverty  rate 
for  children  in 
male-ffresent 

families 


FcrrMc-hcaded   Male  present 


1959   3.7  64.6  17.4          1.3         81.6  60.6 

1960   3.5  59.9  17.0   

1961   3.4  54.6  16.0   

1962   3.8  57.6         15.1   i  

1963  ,   3.9  54.1  13.7   

1964   3.7  49.7  13.4   

1965   4.6  52.9        11.4   :.  

1966   5.1  46.9  9.2          1.9        76.6  39.9 

1967   4.8  42.1  8.7          2.1         72.4  35.3 

1968   5.7  44.4  7.8          2.4         70.5  29.8 

1969   6.7  45.2  6.7          2.7         68.2  25.0 

1970   5.9  43.1  7.3          2.6         67.7  26.0 

1971   6.0  44.6  7.4          2.6         66.6  25.5 

1972   6.0  41.1  6.8         2.9        69.5  24.1 
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1973   7.0  42.1  6.0  3.1  67.2  21.7  3.6  68.7  18.8 

1974   6.2  42.9  6.9  3.3  65.0  20.0  3.2  64.3  20.0 

1975   5.4  44.2  8.2  3.0  66.0  22.1  2.9  68.4  23.8 

1976   6.0  42.7  7.1  3.4  65.6  19.4  3.2  67.3  20.8 

1977   5.7  40.3  7.1  3.3  65.7  19.9  3.8  68.6  17.9 

1978   5.9  39.9  6.8  3.8  66.4  17.6  4.0  68.9  17.2 

1979   5.3  38.6  7.3  3.4  63.1  18.7  3.2  62.2  19.2 

1980   4.6  41.6  9.0  3.2  64.8  20.3  2.8  65.0  22.9 

1981   4.3  42.8  10.0  2.9  67.7  23.4  2.7  67.3  24.5 

1982   4.0  46.5  11.6  2.9  70.7  24.1  2.6  71.8  27.8 

1983   3.9  46.9  11.9  2.9  68.5  23.6  2.6  70.6      .  27.3 


Source.  U.S.  Department  of  Commtrce.  Bureau  fo  Census.  Series  P-60  "Characteristic:  of  tlie  Population  Below  the  Poverty  Level."  Selected  years. 

,  Support  Table  for  Chart  3.8  * 

COMPOSITION  OF  RELATED  CHILDREN  IN  POVERTY  BY  RACE:  1983 


Total 

Black 

Hispanic 

Family  type 

Number  (in 
thousands) 

Percent 

Number  (in 
thousands) 

Percent 

Number  (In 
thousands) 

Percent 

Male-present  

Female-head  

  6,617 

  6,709 

49.7 
50.3 

5,100 
3,356 

60.3 
39.7 

1,073 
3,185 

25.2 
74.8 

1.150  54.6 
956  '  45.4 

Source:  U.S.  Commerce  Department,  Bureau  of  the  Census  "Characteristics  of  the  Ijav  Income  Population"  p.  60,  No.  147. 
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Support  Table  for  Chart  3.9 

COMPOSITION  OF  CHILD  POVERTY  POPULATION  BY  FAMILY  TYPE  AND  RACE.  1966-83 

[In  thousands] 


Year 


Female  head 


Male  present 


Nonwhite  White 


Total 


Nonwhite  White 


Total 


1966   2.150  2.112  4.262  2.792  5.092  7.884 

1967   2.316  2.930  4.246  2.382  4.799  7.181 

1968   2.334  2.075  4.409  2.032  4.298  6.330 

1969   2.179  2,068  4.247  1.655  3.598  5.253 

1970   2.442  2.247  4.689  1.651  3.891  5.546 

1971   2.398  2.452  4.850  1,605  3,889  5.494 

1972   2.821  2.273  5.094  1.477  3.511  4.988 

1973   2.710  2.461  5.171  1.281  3.001  4.282 

1974   2.678  2.683  5.361  1.209  3.396  4.605 

1975   2.784  2.813  5.597  1.350  3.394  5.284 

1976   2.870  2.713  5.583  1.176  3.321  4.497 

1977   2.965  2.693  5.658  1.121  3.250  4.371 

1978   3.060  2.627  5.687       988  3.047  4.035 

1979   3.006  2.629  5.635  .  1.079  3.279  4,358 

1980   3.053  2.813  5.866  1.244  4.004  5.248 

1981   3.185  3.120  6.305  1.455  4.309  5.764 

1982   3.447  3.249  6.696  1.411  5.032  6.443 

1983   3.353  3.356  6.705  1.517  5.100  6.617 

Source.  U.S.  Department  of  Commerce.  Bureau.of  the  Census.  "Characteristics  of  Low  Income  Population; 
1983"  p.  60  No.  147. 

Support  Table  for  Chart  3.10 

SHARE  Of  ALL  CHILDREN  LIVING  IN  A  FEMALE-HEADED  FAMILY  BY  MARITAL  STATUS  OF 
MOTHER  AND  RACE:  1983 


White 


Black 


Hm\x\  (in 
thousands) 

Percent 

Number  (in 
thousands) 

Percent 

Never  married  

  728 

1.4 

1.540 

16.4 

Separated/divorced  

  5.613 

10.9 

2.516 

26.8 

Widowed  

  957 

1.9 

632 

6.5 

Source.  Maich  1334  Cuiren;  Population  Survey.  Estimates  prepared  by  Congressional  Research  Service.  All 
Tigures  are  estimates  and  subject  to  assumptions  used  in  their  calculation  and  limitations  of  the  data. 


Chart  3.11 

Chart  itself  contains  all  pertinent  information. 


EMC 
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Support  Table  for  Chart  3.12 
ESTIMATED  AND  ACTUAL  POVERTy  RATES  FOR  RELATED  CHILDREN.  1959-83 ' 


Year  Actual  Estimated 


1959  

  26.9 

26.9 

1960  

  26.5 

26.4 

1961  

  25.2 

25.0 

1962  

  24.7 

24.5 

1963  

  22.8 

22.3 

1964  

  22.7 

22.4 

1965  

  20.7 

19.8 

1966  

  17.4 

16.6 

1967  

  16.3 

15.2 

1968  

  15.3 

14.2 

1969  

  13.8 

12.5 

1970  

  14.9 

13.0 

1971  

  15.1 

13.2 

1972  

  14.9 

12.5 

14  ? 

11  s 

1974  

  15.1 

12.1 

1975  

  16.8 

13.6 

1976  

  15.8 

12.0 

1977  

  16.0 

12.2 

1978  

  15.7 

11.5 

1979  

  16.0 

11.9 

1980  

  17.9 

13.9 

1981  

  19.5 

15.0 

1982  

  21.3 

16.7 

1983  

  21.7 

16.9 

'  Estimated  poverty  late  assumes  tliat  the  numbei  of  children  m  female  headed  and  male  present  families 
remain  constant,  while  the  poverty  rates  vary. 


Source.  March  Current  Popu'ation  Survey.  Ail  figures  are  estimates  prepared  try  Congressional  Research 
Service.  Estimates  are  sub;ect  to  limitations  of  data  and  assumptions  used  in  tne  calculations. 


Chart  4.1 
Chart  itself  provides  data  points. 
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Support  Table  for  Chart  4.2 
MEAN  ANNUAL  EARNINGS  FOR  MOTHERS  BY  AGE  AND  EDUCATION:  1982-83 


Mother's  sge 

Total   =  

 Under  20    20-24    25-29    30-34    35-39    40-44    4M9    50-54    55-59  60-64 

All  mothers   $5,972     1,062   3,266   5,099   6,235   7,197   7,033   6,392  5,893  4.639  2,681 

Failed  to  complete  high  school   2,885  849  1,612  2,514  3,104  3,801  3,643  3,368  3,072  2,423  (M 

Completed  high  school   6,721  1,414  3,965  5,685  7,812  7,812  7,771  7,248  7,065  6,219  M 

H.S.  diploma  only   5,454  1,484  3,748  4,193  6,314  6,314  6,198  5,920  5,433  4,705  M 

Completed  some  college   8,530  {^)  4,762  7,007  9,570  9,570  9,570  9,367  9,878  9,537 

'  Data  not  shown  due  to  sample  btlng  less  than  75,000  weighted  cases.  ^ 

Note  T5b}e  prepared  l}>  X  oombined  data  hofty  [ht  Mard  1984  M  March  1983  Curicnl  PCfpylatton  Surveys.  Data  an  for  nwthcrs  with  own  cnildrcn  iivmg  m  primaril)  and  S 
secondary  families.  Keans  annua!  earnings  are  computed  for  i\\  mothers,  regardless  of  whether  they  had  any  earnings  during  the  year. 
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Support  Table  for  Chart  4.3 
AVERAGE  NUMBER  OF  CHILDREN  LIVING  AT  HOME  BY  WOMEN^  AGE,  RACE  AND  EDUCATION:  1982-83 


Woman's  Age 


UiK!er20 

20-24 

25-29 

30-34 

35-39 

40-44 

45-49 

50-54 

55-59 

60-64 

0.4 

0.7 

1.2 

1.6 

1.8 

1.2 

0.6 

0.3 

o.r 

0 

c 

.0 

1  A 

0  1 

2.1 

1  0 

1.2 

.7 

.3 

0 

.3 

.5 

1.1 

1.5 

1.7 

1.2 

.6 

.3 

;} 

0 

.3 

.7 

1.4 

1.8 

1.8 

1.2 

.6 

.3 

.1 

0 

1 

A 

Q 

7 

1  0 

1  C 

Lb 

1.3 

.7 

.3 

.1 

0 

.4 

.6 

1.1 

1.6 

1  8 

a 

.Q 

.0 

 = — 

u 

c 

.J 

1  0 

1.3 

1  n 

1.9 

2.3 

0  A 

2.0 

1.2 

.7 

.3 

0 

.2 

.5 

1.0 

1.5 

1.7 

1.2 

.6 

.2 

0 

.3 

.7 

1.3 

1.8 

1.8 

1.2 

.6 

.2 

0 

.1 

.2 

.7 

1.2 

1.6 

1.3 

.7 

.3 

0 

.8 

1.1 

1.6 

1.9 

1.8 

1.2 

.7 

.3 

0 

.9 

1.7 

2.3 

2.8 

2.1 

1.3 

.8 

.4 

0 

.9 

1.4 

1.7 

1.7 

1.1 

.7 

.3 

0 

1.1 

1.7 

2.0 

1.8 

1.2 

.7 

.3 

0.1 

.6 

1.1 

1.4 

1.6 

1.1 

.6 

.3 

0 

Total. 


Failed  to  complete  high  school .. 
Completed  high  school  

High  scnool  diploma  only.. 

Completed  some  college... 

White  (total)  

Failed  to  complete  high  school.. 
Completed  high  school  

High  scnool  diploma  only.. 

Completed  some  college... 

Black  (Total)  

Failed  to  complete  high  school.. 

Completed  high  school  

High  scnool  diploma  only.., 
Completed  some  college..., 


*  Data  not  shown.  Sample  size  less  than  75,000  w-elghted  cases. 

Note  -  "^able  orepared  CRS  Mg  combined  data  from  the  March  1984  and  March  1983  Current  Population  Surveys.  Data  represent  ihe  rnean  number  ol  cwn  chiiarcn  tor  women 
who  are  tp  "lar^fed  coup!e  families,  heading  a  family,  or  living  a!one  as  unrelated  individuals  Cautton  should  be  exercised  m  interpreting  the  tabJe,  smce  noi  all  women  or  chiiflren  are 
included.  For  example,  women  \mg  with  their  parents  are  not  included,  nor  are  any  of  such  women's  children. 

O 
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Support  Table  for  Chart  4.4 

MEAN  ANNUAL  HOURS  WORKED  BY  MARRIED  WOMEN  BY  WOMEN'S  AGE  AND  PRESENCE 

OF  CHILDREN:  1982-83 


Women's  Age 


Under  20  20-24  25-29  30-34  35-39  40-44  45-49  50-54  55-59  60-64 


Married  women 
without 

children   861  1,458  1,609  1,633  1,468  1,295  1,135   992   757  506 

Married  women 

with  children....     377   688   834   896   969  1,039   933   869   603  466 


Note.-Tdble  prepared  by  CRS  using  contbined  data  from  the  March  1984  and  the  March  1983  Current 
Population  Surveys.  Data  are  foi  mothers  with  "own  children"  living  in  prlmatv  and  secondary  familes.  Mean 
annual  IXHirs  worked  are  computed  for  all  mothers,  regardless  of  wfiethcf  they  had  any  earnings  during  the 
year. 
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Support  Table  for  Charts  4.5  and  4.6 
MEAN  ANNUAL  EARNING:,     MARRIED  MEN  WITH  CHILDREN  BY  AGE,  RACE  AND  EDUCATION:  1982-83 


Father's  age 

Total  . 

Under  20     20-24      25-29      30-34     35-39      40-44      45-49      50-54      55-59  60-64 


All  fathers  $22,013  8,334  12,027  16,830  20,905  24,246  26,042  25,684  24,808  22,136  15,925 

Failed  to  complete  high  school               12,912  (i)  9,006  11,367  12,806  14,269  14,064  14,666  15,176  13,968  10,506 

Completed  high  school                      24,074  (»)  13,241  17,975  22,070  25,822  28,540  28,742  28,516  26,665  20,962 

High  school  diploma  only...:              19,190  (M  12,843  16,242  18,444  20,715  22,630  21,896  20,920  21,154  17,002 

Completed  some  college                  28,369  (i)  14,654  20,441  24,845  29,108  33,187  34,403  34,679  31,804  24,773 

White  (total)  $22,653  8,460  12,391  17,274  21,448  24,832  26,734  26.566  25,478  23,094  17.496 

Failed  to  complete  high  school               13,511  (i)  9,430  11,730  13,173  14,960  14,602  15,484  15,851  14,928  11,699 

Comr'^ed  high  school                     24,623  (i)  13,642  18,426  22,597  26,303  29,152  29,390  28,961  27,260  21,835 

High  school  diploma  only                19,721  (i)  13,146  16,643  18,980  21,317  23,246  22,410  21,487  21,432  17,374 

Completed  some  college                 2y04^    (^  15,402  20,948  25,318  29,481  33,766  35,197  35,164  32,902  26,111 

Black  (total)  $14,750  (>)  8,990  13,128  15,173  16,437  18,006  15,277  14,464  11,040  9,374 

Failed  to  complete  high  school                9,499  (»)  (»)  8,747  10,349  10,320  11,360  11,113  10,591  (»)  (M 

Completed  high  school                     16,753  (»)  10,019  14,137  16,200  ltf,143  20,327  18,476  18,411  (»)  (M 

High  school  diploma  only                 14,358  (M  10,354  13,043  14,110  14,816  17,265  16,352  (M  (M  (») 

Completed  some  college                 19,934  (»)  (M  16,080  18,670  21,823  24,004  20,611  (M  (i)  (») 


'  Data  not  shown.  Samp'e  size  less  than  75,000  weighted  cases. 

N'ote  Tate  prepared  by  CRS  using  combined  data  from  the  March  1384  and  MarcJi  1983  Current  Population  Surveys.  Data  are  for  fathers  with  own  cliiidren  livmg  in  primary  and 
secondary  married  couple  famites  Mean  annual  earnings  are  computed  for  all  fathers,  regardless  of  whether  tney  had  any  earnings  during  the  year. 
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Support  Table  for  Chart  4.7 

MEAN  ANNUAL  HOURS  WORKED  BY  MARRIED  MEN  WITH  CHILDREN  8Y  AGE,  RACE,  AND  EDUCATION.  1982-83 


Father's  agt 

Total  - — — —  — — — —  — — — — 

UndtrZO     20-24      25-29     30-34      35-39      40-44      45-49      50-54      55-59  60-64 


Total,  married  men   1,965  1,347  1,672  1,870  1,686  2,035  2,086  2,047  1,964  1,846  1,467 

Failed  to  complete  high  school   1,666  (')  1,510  1,702  1,701  1,772  1,751  1,758  1,705  1,622  1,321 

Completed  high  school   2,033  »  1,738  1,905  2,027  2,076  2,156  2,127  2,063  1,972  1,602 

High  school  diploma  only   1,929  M  1,719  1,859  1,920  1,942  2,066  2,039  1,937  1,961  1,628 

Completed  some  college   2,124  M  1.803  1,971  2,108  2,162  2,227  2,201  2,167  1,982  1.577 


White  (total)                       1.999     1,355  1.731     1,906    2.013    2.069    2,113  2,071     1,992    1.888    1.528  o 

 —  •   -  -  -   '  ■  CO 

Failed  to  complete  high  school                1.717       (M  1.560    1,745    1.747    1.824    1,787  1.790    1.741    1.P86  1.412 

Completed  high  school                      2.060       (»  1,804    1.939    2.050    2.106    2,178  2,143    2.082    1,993  1,613 

High  school  diploma  only                  1.961       (M  1.778    1.894    1.946    1,981    2,087  2.060    1,978    1,988  1,605 

Completed  some  college                  2,146  b)  1.896    2,002    2,128    2,185    2,249  2.213    2.170    1.999  1.621 


Black  (total)   1,631    1,130  1,578  1.727  1.674  1.820  1,730  1.578  1.434  1.297 

Failed  to  complete  high  school   1.397       (»)  (M  1.454  1.434  1,462  1.676  1.602  1.437  (')  (») 

Completed  high  school   1.720      ('  1.195  1.607  1,789  1.734  1,871  1.827  1.722  '  M 

High  school  diploma  only   1,634       M  1,201  1.568  1,724  1.589  1.828  1.722  (')  '  ' 

Completed  some  college   1.835       (»)  (»)  16.76  1,866  1.894  1,922  1.931  (')  (')  (M 


■  Data  not  shown.  Sample  size  less  than  75,000  weighted  cases. 

I4ote.— laDiC  prepareo  0^  CRS  using  comCined  data  jroin  the  Mdich  .384  and  Maich  .933  Curient  Population  Surveys.  Data  aie  Im  lathers  with  own  children  living  m  piimary  anu 
secondary  marn^  couple  fam'hes.  Mean  annual  hours  worked  is  computed  foi  all  fathers,  regardless  of  whether  they  workeo  at  any  time  during  the  year. 
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Support  Table  for  Chart  5.1 


MARKET  INCOME  POVERTY  RATES  AND  UNEMPLOYMENT  RATES  FOR  NONWHITE  AND  WHITE 

MALES:  1967  TO  1983 


Year 

White  male 
ur)emp!oyment 
rate 

White  male 
market  income 
povmy  raie 

Nonwiiite  male 
unemployment 
rate 

Nonwiiite  male 
market  incom! 
poverty  rate 

1967  

  2.70 

8.65 

6.00 

30.44 

1968  

  2.60 

7.90 

5.60 

26.40 

1969  

  2.50 

6.92 

5.30 

23.71 

1  n7A 

  4.00 

7.64 

7.30 

24.16 

1  n7i 

i  AA 

8.10 

9.10 

24.16 

1  n70 

A  CA 

  4.50 

7.68 

8.90 

22.89 

1973  

3.80 

6.90 

7.70 

19.95 

1974 

  4.40 

8.14 

9.20 

20.32 

1975 

7.20 

10.43 

13.60 

23.19 

1976  

6.40 

8.62 

12.70 

20.30 

1977 

5.50 

8.61 

12.30 

19.23 

1978.  , 

4.60 

7.92 

11.00 

17.90 

1979   

4.50 

8.10 

10.40 

18.54 

1980 

6.10 

10.16 

13.20 

19.82 

1981  

6.50 

10.97 

14.10 

22.38 

1982  ... 

8.80 

12.72 

18.20 

23.12 

1983  

8.80 

13.06 

18.50 

23.78 

Note.— Table  prepared  by  the  Congressional  Research  Service. 


Support  Table  for  Chart  5.2 

MARKET  INCOME  POVERTY  RATES  AND  UNEMPLOYMENT  RATES  FOR  NONWHITE  AND  WHITE 

FEMALES:  1967  to  1983 


Year 


1967. 
1968. 
1969. 
1970. 
1971., 
1972., 
1973., 
1974., 
1975., 
1976., 
1977., 
1978., 
1979.. 
1980.. 
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White  female 
unemployment 
rate 

White  female 
market  income 
poverty  rate 

Nonwhite 
female 
unempkjymsnt 
rate 

Nonwhite 
female  market 
income  poverty 
rate 

4.60 

48.74 

9.10 

76.17 

4.30 

61.30 

8.30 

77.27 

4.20 

51.94 

7.80 

75.90 

5.40 

9.30 

72.97 

6.30 

54.31 

10.90 

73.53 

5.90 

51.58 

11.40 

75.81 

5.30 

52.68 

10.60 

75.34 

6.10 

52.75 

10.80 

71.42 

8.60 

53.17 

13.90 

72.51 

7.90 

49.86 

13.60 

71.37 

7..10 

4811 

i.^qn 

79 

6.20 

45.65 

13.00 

70.28 

5.90 

44.34 

12.30 

67.85 

6.50 

47.42 

.  13.10 

66.01 

634 

MARKn  INCOME  POVERTY  RATES  AND  UNEMPLOYMENT  RATES  FOR  NONWHITE  AND  WHITE 
FEMALES:  1967  to  1983-Cofitinued 


Year 

White  female 
unemplosrment 
rate 

White  female 
market  income 
poverty  rate 

Nonwhite 
female 
unemployment 
rate 

Nonwhite 
female  market 
income  poverty 
rate 

1981  

6.90 

47.57 

14.30 

69.27 

1982  

8.30 

51.30 

16.40 

69.81 

1983  

7.90 

50.11 

17.10 

68.83 

Note.— T3t)le  prepared  \y  the  Congressional  Research  Service. 

Support  Table  for  Chart  5.3 

MARKET  INCOME  POVERTY  RATES  AND  POST-TRANSFER  POVERTY  RATES  FOR  NONWHITE 
AND  WHITE  MALES:  1967  TO  1983 

White  male      White  male     Nonwhite  male    Nonwhite  male 
Year  market  income     post-transfer     market  income  p^-transfer 

poverty  rate      poverty  rate      poverty  rate      poverty  rate 

1967  

1968  

1969  

1970  

1971  

1972  js.. 

1973  

1974  

1975  

1976  

1977  

1978  

1979  

1980  

1981  

1982  

1983  


8.65 

7.46 

30.44 

28.37 

7.90 

6.64 

26.40 

23.38 

6.92 

5.77 

23.71 

20.78 

7.64 

6.21 

24.16 

20.14 

8.10 

6.34 

24.16 

19.82 

7.68 

5.81 

22.89 

19.63 

6.90 

5.10 

19.95 

16.82 

8.14 

6.13 

20.32 

16.70 

10.43 

7.04 

23.19 

17.39 

8.62 

6.06 

20.30 

16.06 

8.61 

6.14 

19.23 

14.48 

7.92 

5.84 

17.90 

13.75 

8.10 

6.15 

18.54 

14.89 

10.16 

7.73 

19.82 

16.15 

10.97 

8.52 

22.38 

18.21 

12.72 

10.05 

23.12 

18.48 

13.06 

10.37 

23.78 

20.60 

Note—Table  prepared  by  the  Cwigressional  Research  Seivice. 
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Support  Table  for  Chart  5.4 

MARKET  INCOME  POVERTY  RATES  AND  POST-TRANSFER  POVERTY  RATES  FOR  NONWHITE 
AND  WHITE  FEMALES:  1967  TO  1983 


Year 

Wnile  female 

m^rkft  InrAmP 
liiaiACi  iitwiiiv 

poverty  rate 

While  female 
poverty  rate 

Nonwhite 
female  market 
income  poverty 
rate 

Nonwtiite 
female  post- 
transfer  poverty 
rate 

1967  

  48.74 

38.21 

76.17 

68.54 

1968  

  51.30 

39.63 

77.27 

65.78 

1969  

  51.94 

39.83 

75.90 

62.70 

1970  

  52.20 

38.54 

72.97 

62.57 

1971  

  54.31 

40.02 

73.53 

60.27 

1  mi 

CI  CO 

  51.58 

37.69 

75.81 

64.39 

1973  

52.68 

37.91 

75.34 

62.17 

1974 

52.75 

38.49 

71.42 

60.53 

1975  

53.17 

40.17 

72.51 

60.48 

1976 

49.86 

38.77 

71.37 

60.67 

1977 

48.11 

36.34 

72.30 

61.04 

1978  

45.65 

35.69 

70.28 

61.02 

1979 

  44.34 

34.85 

67.85 

57.43 

1980  

47.42 

39.14 

65.01 

58.30 

1981  

47.57 

3S.99 

69.27 

61.46 

1982 

  51.30 

43.38 

69.81 

64.29 

1983  

50.11 

43.20 

68.83 

63.31 

Note.— Table  prepared  by  the  Congressional  Research  Service. 


Support  Table  for  Chart  5.5 

THE  DIFFERENCE  BETWEEN  MARKET  INCOME  POVERTY  RATES  AND  POST-TRANSFER 
POVERTY  RATES  BY  RACE  AND  SEX:  1967-83 


Year 

White  male 
market  income 
minus  post- 
transfer 

Nonwhite  male 
market  income 
minus  post- 
transfer 

White  female 
market  income 
minus  post- 
transfer 

Nonwhite 
female  market 
income  minus 
post-transfer 

1967 

1.19 

2.07 

10.53 

7.63 

1968  

1.26 

3.02 

11.67 

11.49 

1969 

1.16 

2.93 

12.11 

13.20 

1970  

1.43 

4.02 

13.66 

10.40 

1971  

1.76 

4.34 

14.29 

13.26 

1972  

1.87 

3.26 

13.90 

11.42 

1973 

1.80 

3.13 

14.77 

13.17 

1974 

2.02 

3.62 

14.26 

10.89 

1975  

3.39 

5.80 

13.00 

12.03 

1976  

2.56 

4.24 

11.10 

10.70 

1977 

2.47 

4.75 

11.77 

11.26 

1978 

2.08 

4.15 

9.31 

9.26 

1979 

1.96 

3.65 

9.49 

10.42 

EMC 
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THE  DIFFERENCE  BETWEEN  MARKET  INCOME  POVERTY  RATES  AND  POST-TRANSFER 
POVERTY  RATES  BY  RACE  AND  SEX:  1967-83-Contlnued 


White  nule  Nonwhite  male  White  female  Nonwhitt 

market  income  maritet  income  market  income  female  market 

minus  post-      minus  post-      minus  post-  income  minus 

transfer         transfer         transfer  post-transfer 


1980   2.43  3.67  8.28  7.71 

1981   2.46  4.17  7.57  7.81 

1982   2.67  4.64  7.92  5.52 

1983   2.69  3.18  6.92  5.52 


Note.— Table  prepared  bf  Congressional  Research  Senice. 

Support  Table  for  Chart  5.6 
DISTRIBUTION  OF  FAMILY  INCOME  AMONG  FAMILIES  WITH  CHILDREN:  1983 


Family  income  (in  thousands)  f^nt 


0   0.773 

•  2.5   7.640 

7.5   10.906 

12.5   11.467 

17.5   11.678 

22.5   11.796 

27.5   11.121 

32.5   9.290 

37.5   7.090 

42.5   5.692 

47.5   3.860 

52.5   3.050 

57.5   1.985 

62.5   1.258 

67.5  766 

72.5  559 

77.5  574 

82.5  222 

87.5  109 

92.5  050 

97.5  045 

102.5  014 

107.5  024 

112.5  :  012 

117.5  005 

122.5  008 

127.5  001 

132.5  003 

152.5  004 


Note.— Table  prepared  by  Congressional  Research  Service. 
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Support  Table  for  Chart  5.7 

DISTRIBUTION  OF  FAMILY  INCOME  POVERTY  RATIO  AMONG  FAMILIES  WITH  CHILDREN. 

1983 


 Family  income  (poverty  ratio )  Percent 

0   0 

.25   7 

.75   11 

1.25   11 

1.75   11 

2.25   12 

2.75   10 

3.25   9 

3.75   7 

4.25  ::::::::  5 

4.75   .  4 

5.25  :::::::::::::::  3 

5.75   1 

6.25   "■■  1 

6.75  

7.25  

7.75  

8.25  

8.75  ■": 

9.25  ■■  ..:r... 

9.75  

10.25  ■ .". 

10.75  

11.25   ■■ 

11.75  

12.25  

12.75  

13.25  

13.75  

14.25  

14.75  

15.25  


Note.— Table  prepared  by  Congressional  Research  Service. 
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Support  Table  for  Chart  5.8 


FAMILY  INCOME  POVERTY  RATIOS  AMONG  FAMILIES  WITH  CHILDREN  BY  RACE  AND  SEX. 

1968-83 


Year 

iriolw 

White 

Nonwhite 

White 

Nonwhite 

1968 

2.73581 

1.84072 

1.27924 

0.63389 

1969 

2.86672 

1.92232 

1.25755 

.64657 

1970 

2.82867 

1.97249 

1.23524 

.70237 

1971 

2.84767 

1.98876 

1.18463 

.69954 

1972  

  3.04459 

2.12921 

1.24510 

.66750 

1973  

  3.12950 

2.26350 

1.27698 

.66053 

1974 

  3.00567 

2.19683. 

1.28095 

.73128 

1975  

  2.91725 

2.10715 

1.21346 

.71215 

1976  

  3.04557 

2.21277 

1.31912 

.70390 

1977  

  3.13209 

2.29808 

1.39846 

.72510 

1978  

  3.22090 

2.47544 

1.44846 

.79818 

1979  

  3.17249 

2.43970 

1.47736 

.82203 

1980  

  2.96228 

2.31031 

1.39073 

.82343 

1981  

  2.95394 

2.28171 

1.33814 

.74604 

1982  

  2.92701 

2.25378 

1.25487 

.74822 

1983  

  2.98156 

2.30504 

1.30170 

.76990 

Source:  Peter  Gittschalk.  Bcwdoin  College. 
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Support  Table  for  Chart  5.9 


MEAN  CASH  TRANSFER  FAMILY  INCOME  POVERTY  RATIOS  Of  FAMILIES  WITH  CHILDREN  BY 

RACE  AND  SEX:  1968-83 


Year 

Males 

Females 

Whitp 

Whit* 

nvllnlK  Iv 

1QC0 

A  Acom 

A  A*71  A(\ 

0.0/149 

A  oni AO 

0.29148 

0.31876 

incn 

ACCCO 

ACPI  0 

.06612 

oi  eon 

.31682 

oon  A^ 

.33806 

1  mft 

ACnil*7 

.086/4 

.35459 

oonn  1 

.32881 

1  mi 

AT  CO  A 

An  AT  1 

.090/1 

.36449 

on  0  40 

.38243 

1  mo 

A01  Ail 

.09046 

.36624 

oon  oc 

.38925 

1973  

 08215 

.09045 

.39932 

.39878 

1974 

 08953 

.11767 

.38107 

.36378 

1975  

 12503 

.14726 

.36984 

.38117 

1976  

 11039 

.13197 

.35301 

.38503 

1977  

 10280 

.12455 

.34810 

.36371 

1978  

 09728 

.12450 

.33420 

.34243 

1979  

 09328 

.12203 

.29687 

.32201 

1980  

 10014 

.15248 

.29258 

.30212 

1981  

.09333 

.12687 

.26290 

.29186 

1982  

 10680 

.12890 

.27549 

.26957 

1983  

 10192 

.13446 

.25179 

.26756 

Source:  Peter  Gottschalk,  Bowdoin  College. 


Chart  6.1 

Table  6-5  in  Chapter  VI  provides  data  for  this  Chart. 
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Support  Table  for  Chart  6.2 

AGGREGATE  INCOME  DEFICIT  FOR  ALL  CHILDREN  UNDER  18  BY  SOURCE  OF 

INCOME:  1972-83 

[In  millions  of  dollars] 

VP,,  Market  income      Prewellare  income  '^';!jJ^MfjiT'' 

Current  dollars-. 

1972   $8,805  $7,187  $4,378 

1973   9,467            7,501  4,442 

1974   10,890            8,655  5,362 

1975   11,912            9,366  5,827 

1976   11,663            9,383  5,571 

1977   12,719  10,392  6,196 

1978   13,887  11,688  7,675 

1979   14,330  12,032  7,811 

1980   18,382  15,346  10,281 

1981   21,518  18,037  12,495 

1982   25,004  21,209  15,136 

1983   26,480  22,341  15,869 

Constant  dollars: 

1972   20,976  17,121  10,429 

1973   21,232  16,823  9,982 

1974   21,833  17,482  10,830 

1975   22,047  17,335  10,785 

1976   20,415  16,424  9,752 

1977   20,907  17,082  10,185 

1978   21,206  17,848  11,720 

1979   19,666  16,513  10,720 

1980   22,225  18,554  12,430 

1981   23,577  19,763  13,691 

1982   25,808  21,891  15,623 

1983   26,480  22,341  15,869 

'  Includes  income  from  mu\>^  iiucli  earnings,  dividends,  interest,  private  and  public  pensions,  alimony 
and  child  support. 

'  In  additiun  to  all  the  income  contained  m  the  market  income  category,  also  includes  benefits  from  social 
oeuiht),  lailiuad  letnement,  unemployment  compensation,  woikmans  compensation  and  veteran's  benefits. 

Note.  Table  piepaied  by  the  Congressional  Reseaich  Service.  All  amounts  are  based  upon  a  comparison  of  a 
lamily  s  income  against  the  appropnaie  Census  ;  'Orshansky  j  poverty  level.  The  income  dericit  is  the  difference 
between  a  family's  income  and  the  poverty  line.  The  defiat  may  lange  for  each  familv  from  a  maximum  of  the 
poverty  threshold  foi  a  family  with  ^ero  oi  negative  income  to  im  for  families  with  income  at  or  above  the 
poverty  threshold. 

Source.  All  amounts  are  estimated  derived  liom  the  March  Current  Population  Survey,  1370-84.  Constant 
dollar  figures  are  based  upon  the  CPI-U. 
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Support  Table  for  Chart  6.3 

PER  CAPITA  INCOME  DEFICIT  FOR  ALL  CHILDREN  UNDER  18  BY  SOURCE  OF  INCOML 

1972-83 


Market  inccme      Preweifare  incoms  ^^'Il^^f^^ 

measure) 


Mark^^rnccme      »re  income    ' "  gap  (« 


Current  dollars: 

1972  

1973  

1974  

1975  

1976  

1977  

1978  

1979   

1980  

1981  

1982  

1983  

Constant  dollars: 

1972  

1973  

1974  

1975  

1976  

1977  

1978  

1979  

1980  

1981  

1982  

1983  


S684 

$628 

$425 

767 

699 

460 

824 

755 

516 

824 

763 

526 

900 

835 

543 

982 

918 

607 

1,110 

1,050 

752 

1,151 

1.085 

773 

1,326 

1,240 

890 

1,449 

1.359 

999 

1,564 

1,485 

1,109 

1,651 

1.562 

1,149 

1,629 

1.496 

1,012 

1,720 

1,568 

1,032 

1,664 

1,525 

1,042 

1,525 

1.412 

974 

1.575 

1,462 

950 

1.614 

1.509 

998 

1,695 

1.603 

1,148 

1.580 

1,489 

1,061 

1,603 

1,499 

1,076 

1,588 

1,489 

1,095 

1,614 

1.533 

1,145 

1.651 

1.562 

1,149 

^  Includes  income  iroir.  sources  such  as  aaimngs,  dividends,  interest,  private  and  Pi^bk  pensions,  alimony 
and  child  support. 

'  In  addition  tc  all  the  incoine  contained  *r.  the  market  income  category,  aisc  includes  benefits  from  social 
security.  ;ailroad  retirement,  tinemplaymshi  umipensdtion.  workman;)  iompemtm,  and  veterans  ben&iits. 

Note.  Table  prepared  by  the  Congressronal  Research  Service.  All  amounts  are  based  upon  a  comparison  of  a 
family  s  mme  against  the  appropnale  Census  i  Orshanskv' ,  povetly  ievei.  The  inwme  deficil  is  llic  difference 
between  a  family's  mm  and  the  p-jvcrty  \m.  The  defial  may  lange  fw  each  family  from  a  maximum  of  the 
poverty  threshold  for  a  family  m\h  ^ero  oi  negative  mcome  to  zero  f^  families  ivith  incomes  at  or  above  the 
poverty  threshold. 

Source.  All  amounts  are  estimates  derived  from  the  March  Current  Population  Survey.  1970-84.  Constant 
dollar  figures  are  based  upon  the  CPI-U. 

Charts  6.4  and  6.5 
Table  6-7  in  chapter  VI  provides  data  for  these  charts. 
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Support  Table  for  Chart  6.6 

MAXIMUM  MONTHLY  POTENTIAL  BENEFITS,  AFDC,  AND  FOOD  STAMPS,  1  PARENT  FAMILY 
OF  3  PERSONS,  JANUARY  1985 

Combined 

<;,,,«  Maximum  AFDC     food  stamp  Combined 

grant  benefit  benefits  ^^'^ 

^   threshold 

Alabama  

Alaska  

Arizona  

Arkansas  

California  

Colorado  

Connecticut  

Delaware  

District  of  Colu^nbia  

Rorida  

Georgia   .. 

Hawaii  

Idaho  

Illinois  

Indiana  

Iowa  

Kansas  

Kentucky  

Louisiana  

Maine  

Maryland  

Massachusetts  

Michigan  ^Washington  County).. 

Michigan  (Wayne  County)  

Minnesota  

Mississippi  

Missouri  

Montana  

Nebraska  

Nevada  

New  Hampshire  

New  Jersey  

New  Mexico  

New  York  (Suffolk  County)  

New  York  (New  York  City)  

North  Carolina  

North  Dakota  

Ohio  ,  

Oklahoma  

Oregon  

Pennsylvania  

Rhode  Island    

South  Carolina........  


erJc 


$118 

$208 

$326 

47 

719 

192 

911 

132 

233 

206 

439 

64 

164 

208 

372 

54 

555 

110 

665 

96 

346 

172 

518 

75 

546 

112 

658 

95 

287 

190 

477 

69 

327 

178 

505 

73 

240 

204 

444 

64 

208 

208 

416 

60 

468 

276 

744 

108 

304 

185 

489 

71 

302 

186 

488 

71 

256 

199 

455 

66 

360 

168 

528 

77 

373 

164 

537 

78 

197 

208 

405 

59 

190 

208 

398 

58 

370 

165 

535 

78 

313 

195 

508 

74 

396 

157 

553 

80 

447 

164 

611 

89 

417 

173 

590 

86 

524 

119 

643 

93 

96 

208 

304 

44 

263 

197 

460 

67 

332 

177 

509 

74 

350 

171 

521 

76 

233 

206 

439 

64 

378 

163 

541 

78 

385 

161 

546 

79 

258 

199 

457 

66 

579 

112 

691 

100 

474 

143 

617 

89 

223 

208 

431 

62 

371 

165 

536 

78 

290 

189 

479 

69 

282 

192 

474 

69 

386 

196 

582 

84 

364 

167 

531 

77 

479 

171 

650 

94 

187 

208 

395 

57 

643 


MAXIMUM  MONTHLY  POTENTIAL  BENEFITS,  AFDC,  AND  FOOD  STAMPS,  1  PARENT  FAMILY 
OF  3  PERSONS,  JANUARY  1985-Continue(] 


Combined 

Maximum  AfDC     food  stamp       Combined  ^J^f^^l 
grant  benefit         benefits  Jfjeri 

thresluld 


South  Dakota   329  178  507  73 

Tennessee   138  208  346  50 

Texas   167  208  375  54 

Utah   363  167  530  77 

Vermont   558  109  667  97 

Virginia   327  178  505  73 

Washington   476  143  619  90 

West  Virginia   206  208  414  60 

Wisconsin   533  116  649  94 

Wyoming   265  197  462  67 

Guam   265  306  571  83 

Virgin  Islands   171  267  438  63 

Median  State   327   


Note.— Table  prepared  by  ttie  Congressional  Research  Service, 


ERIC 


644 

Support  Table  for  Chart  6.7 

MAXIMUM  AFDC  AND  FOOD  STAMPS  BENEFITS  FOR  A  FAMILY  OF  4, 1968-83-MEDlAN 

STATE 

[Constant  1983  dollars] 


1968   $570   

1969   566   

1970   601   

1971   581            $737  86.9 

1972   584             730  86.1 

1973   568             716  84.5 

1974   577              769  90.6 

1975   507             716  84.5 

1976   536             720  84.8 

1977   536              705  83.1 

1978   525             700  82.6 

1979   484             659  77.7 

1980   440             599  70.6 

1981   409             579  68.3 

1982   393             550  64.9 

1983   383             558  65.8 

1984   376             542  63.9 


Source:  TaKe  prepared  by  the  Congressional  Researcti  Service. 
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Support  Table  for  Chart  6.8 

MAXIMUM  AFDC  AND  FOOD  STAMPS  BENEFITS  FOR  A  FAMILY  OF  4,  1968-83-TENNESSEE 

[Constant  1983  dollars] 


Year 


1968   $385   

1969   365   

1970   345   

1971   330  $558  65.8 

1972   328  551  65.0 

1973   310  538  63.4 

1974   278  554  65.3 

1975   254  534  62.9 

1976   240  514  60.6 

1977   234  497  58.6 

1978   235  493  58.1 

1979   211  468  55.2 

1980   186  421  49.7 

1981   168  411  48.5 

1982   164  390  46.0 

1983   160  402  47.4 

1984   168  391  46.1 


Source:  Table  prepared  by  the  Congressional  Research  Seivict. 
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Support  Table  for  Chart  6.9 

MAXIMUM  AFDC  AND  FOOD  STAMPS  BENEFITS  FOR  A  FAMILY  OF  4, 1968-83-NEW  YORK 

CITY 

(Constant  1983  dollars] 


1968   $934   

1969   885   

1970   897   

1971   801  $883  104 

1972   777  864  102 

1973    832  909  107 

1974   826  941  111 

1975   768  897  106 

1976   867  947  112 

1977   813  910  107 

1978   754  864  102 

1979   678  795  93.7 

1980   599  711  83.8 

1981   585  703  82.9 

1982   549  660  77.8 

1983    536  665  78.5 

1984   566  675  79.6 


Source-  Table  prepared  by  ttie  Congress'onal  Researclr  Service. 
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Support  Table  for  Chart  6.10 


CALIFORNIA 
[Constant  1983  dollars] 


1968   $659   

1969   625   

1970   590   

'     1971   668            $793  93.5 

1972   695             812  95.8 

1973   681             801  94.4 

1974   655             821  96.8 

1975   670             822  96.9 

1976   690             831  97.9 

1977   722             835  98.4 

1978   670             808  95.3 

1979   693             806  95.0 

1980   708             787  92.8 

1981   683             771  90.9 

1982   641             724  85.4 

1983   651             746  87.9 

1984    660             741  87.4 


Source:  Table  prepared  t)y  tiie  Congressional  Research  Service. 
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APPENDIX  J.  MEASURING  POVERTY 

Since  the  early  19608,  the  official  definition  of  poverty  has  been 
one  developed  by  Mollie  Orshansky  for  the  Social  Security  Admin- 
istration.' That  definition  compares  the  total  cash  income  of  an  in- 
dividuals family  with  a  poverty  threshold  based  on  a  multiple  of 
the  cost  of  a  nutritionally  adequate  diet  for  a  family  of  that  size 
and  composition,  if  the  family  income  is  below  the  threshold,  each 
member  of  the  family  is  officially  classified  as  poor. 

The  official  poverty  definition  has  been  criticized  on  a  variety  of 
grounds,  among  them  that  income  received  in  the  form  of  goods 
and  services— generally  called  in-kind  income— is  not  counted,  that 
the  thresholds  are  set  improperly,  that  taxes  should  be  treated  con- 
sistently ia  income  measures  and  the  thresholds,  and  that  the  basic 
concept  of  a  poverty  rate  cannot  measure  the  degree  of  poverty. 
These  problems  were  clearly  recognized  by  Orshansky  and  others 
when  the  poverty  definition  was  established,  but  the  need  for  a 
workable  definition  meant  that  compromises  had  to  be  made.  Fur- 
ther, most  of  the  issues  that  pose  problems  today  were  substantial- 
ly less  important  20  years  ago.^ 

Issues  in  Assessing  Poverty  and  the  Current  Measure 

What  constitutes  poverty  is  inherently  a  subjective  judgment,  de- 
pending in  part  on  the  views  of  the  observer  and  in  part  on  the  use 
to  which  a  poverty  measure  is  to  be  put.  Any  assessment  of  poverty 
compares  resources  available  to  a  family  against  a  standard  of 
need,  if  the  resources  are  less  than  the  standard,  the  family  is  la- 
beled "poor."  At  issue  are  two  basic  questions,  what  resources 
should  be  considered  to  be  available  to  meet  need  standards,  and  at 
what  level  should  the  standards  be  set? 

It  is  generally  agreed  that  available  resources  should  include  all 
cash  income,  but  questions  are  raised  about  non-cash  income  and 
assets.  Because  in  kind  income— that  is,  income  received  as  goods 
or  services —cannot  be  used  to  satisfy  general  needs,  it  is  unclear 
how  such  income  should  be  counted,  in  essence,  the  issue  is  one  of 


'  There  are  actually  two  ofTicial  poverty  definitionB.  The  Orshansky  measure  it  used  the 
Bureau  of  the  Census  to  a&aess  which  people  were  poor  during  an  earlier  year.  The  Office  of 
Mana^cnieiit  and  Budget  vOMB^  mcuuure  uued  to  aeteimine  eligibility  for  federal  anti poverty 
prograiTifl.  The  0MB  measure  which  is  actually  calculated  each  year  by  the  Department  of 
Health  arid  Human  Services  ia  derived  by  in  Hating  the  must  lecent  Cenius  poverty  threshold* 
based  on  the  prior  year*  change  in  the  Consumer  Pnce  Index  for  Urban  Consumers  iCPI-U;. 
The  focus  here  ts  on  the  Census  definttton. 

'  Thu>  discussion  does  not  consider  what  ma^  be  the  most  signinc«nt  problem  m  measuring 

ejvert>  the  underreporting  of  income  in  the  Current  Population  Survey  vCPS;.  Comparisons  of 
PS  data  the  basiS  for  poverty  estimates  and  income  data  from  programs  and  the  Internal 
Revenue  Service  indicate  that  a  significant  fraction  of  income  does  not  show  up  m  the  CPS.  To 
thc»  ejiteni  ihai  low  incumt  families  under  report  their  income,  this  would  lead  tu  overstated  pov> 
erty  latea.  At  the  same  time,  undei  reporting  has  not  changed  by  much  over  time,  so  changes  in 
poverty  statistics  are  likely  to  be  more  accurately  measured  than  levels.  In  any  caaOt  no  better 
data  are  available. 
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valuation.  Whether  assets  should  be  counted  beyond  the  income 
they  produce  is  also  debated,  especially  in  the  case  of  assets  that  do 
not  generate  cash  income,  such  as  owner-occupied  homes.  These 
issues  are  discussed  in  greater  detail  below. 

Needs  standards  are  necessarily  arbitrary  and  are  defined  rela- 
tive to  societal  norms.  What  one  person  views  as  inadequate  can  be 
seen  by  another  as  being  fully  satisfactory,  and  what  would  be  con- 
sidered poverty  in  a  wealthy  country  like  the  United  S  ates  could 
be  an  extremely  high  living  standard  in  a  developing  country 
where  average  incomes  are  low.  At  the  same  time,  the  choice  of 
poverty  thresholds  should  be  determined,  at  least  in  part,  by  the 
purpose  behind  the  poverty  measure.  If  the  measure  is  to  be  used 
primarily  as  an  indicator  of  what  is  happening  to  the  number  of 
poor  people  over  time,  assessed  in  terms  of  an  absolute  standard  of 
what  constitutes  poverty,  thresholds  should  be  fixed  in  real  terms 
even  though  the  levels  are  arbitrary.  If,  instead,  the  measure  is  to 
be  used  as  an  eligibility  criterion  for  assistance  programs,  thresh- 
olds should  indicate  levels  of  well-being  below  which  it  is  agreed 
that  the  government  should  provide  aid.  Finally,  if  the  measure  is 
meant  to  assess  the  well-being  of  those  who  are  worse  off  in  rela- 
tion to  the  rest  of  the  population,  thresholds  should  be  set  and 
varied  over  time  to  equal  some  fraction  of  average  living  standards. 

Measuring  poverty  is  complicated,  partly  because  it  is  difficult  to 
define  need  standards  and  thus  required  resources,  and  partly  be- 
cause required  and  available  resources  may  not  be  measured  in 
comparable  units.  If  need  standards  could  be  defined  as  minimum 
amounts  of  each  consumption  good  or  service,  available  resources 
would  be  adequate  if  they  made  it  possible  to  obtain  the  needed 
amount  of  each  item— that  is,  if  cash  resources  were  sufficient  to 
purchase  necessary  items  not  available  in  kind.  Setting  standards 
in  terms  of  how  much  of  each  good  a  family  must  have  to  escape 
poverty,  however,  is  difficult  if  not  impossible.  Resource  require- 
ments have  therefore  been  defined  in  aggregate  dollar  terms^the 
poverty  thresholds.  ^See  the  following  section  for  further  discussion 
of  this  issue.) 

The  problem  would  end  here  if  available  resources  were  also  only 
in  dollars,  a  family  with  cash  income  at  or  above  the  thresholds 
would  be  able  to  meet  the  need  standards  and  thus  not  be  poor. 
But  resources  are  not  all  monetary,  families  can  get  food  stamps, 
subsidized  housing,  subsidized  health  insurance,  and  other  goods 
and  services  in  kind  rather  than  in  cash.  Because  need  standards 
are  defined  in  monetary  terms  and  not  on  the  basis  of  how  much  of 
each  consumption  item  is  required  to  avoid  poverty,  it  is  difficult  to 
determine  what  amounts  of  in  kind  resources  would  satisfy  those 
needs. 

Measuring  poverty  thus  requires  two  things: 

—A  definition  of  what  constitutes  the  standard  and  the  resources 

required  to  satisfy  those  needs,  and 
—Assessment  of  whether  individual  families  have  the  necessary 

resources. 
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DEFINING  NEED  STANDARDS  AND  RESOURCE  REQUIREMENTS 

There  is  no  objective  method  of  defining  need  standards  and  re- 
source requirements.  In  principle,  standards  should  represent  the 
minimum  amount  of  each  category  of  goods  and  services  that  is 
necessary  for  a  socially  acceptable,  minimum  standard  of  living, 
while  resource  requirements  should  be  what  is  necessary  to  attain 
those  standards.  Because  there  are  official  nutritional  standards,  a 
minimum  food  bundle  that  satisfies  those  standards  can  be  used  to 
define  the  basic  need  for  food.  Such  standards  do  not  exist,  howev- 
er, for  housing,  medical  care,  clothing,  and  other  requirements,  and 
there  is  wide  disagreement  about  what  standards  should  be.  More- 
over, standards  set,  even  for  food,  are  necessarily  subjective,  re- 
flecting the  prevailing  living  conditions  for  the  nation  as  a  whole 
and  the  perceptions  of  the  people  defining  the  standards. 

Orshansky  skirted  the  question  of  quantifying  need  standards  for 
specific  items  by  establishing  poverty  thresholds  that  represent  re- 
source requirements.  These  thresholds  were  defined  as  the  cost  of  a 
bundle  of  food,  multiplied  by  the  ratio  of  income  to  food  expendi- 
tures. Minimum  food  costs  were  taken  from  the  economy  food  plan, 
the  least  expensive  of  four  diets  determined  by  the  Department  of 
Agriculture  (USDA)  to  meet  basic  nutritional  needs.^  The  income 
needed  to  be  nonpoor  was  then  set  equal  to  three  times  the  cost  of 
the  economy  food  plan,  based  on  a  1955  survey  indicating  that  fam- 
ilies of  three  or  more  persons  spent  one-third  of  their  after-tax 
income  on  food.  Because  food  requirements  vary  with  household 
composition,  separate  poverty  thresholds  were  calculated  for  differ- 
ent family  types  based  on  size,  number  of  children,  and  the  age  and 
sex  of  the  family's  head.*  Over  time,  these  thresholds  have  been 
adjusted  for  inflation,  initielly  to  reflect  changes  in  food  prices  and 
more  recently  to  account  for  changes  in  the  general  price  level  (see 
further  discussion  below). 

While  the  Orshansky  formulation  conveniently  sidesteps  the 
issue  of  defining  minimum  requirements  for  every  consumption 
item,  its  very  simplicity  means  that  it  cannot  accurately  measure 
basic  needs  for  all —or  perhaps  any— households.  For  example,  be- 
cause women  require  less  food  than  men,  the  original  thresholds 
for  female- headed  households  were  set  below  those  for  male-headed 
households,  even  though  needing  less  food  has  no  effect  on  require- 
ments for  housing,  clothes,  and  other  necessities.'' .Unless  there  is  a 
fixed  relationship  between  food  requirements  and  other  needs,  de- 
fining poverty  thresholds  as  a  fixed  multiple  of  poverty-level  food 


Even  here,  huwever,  there  disagreement.  The  Department  uf  Agriculture  has  defined  both 
economy  and  thrifljr  food  plans,  the  first  uf  which  was  designed  as  emergency  and  temporary" 
and  the  secund  uf  which  i&  used  as  the  basis  foi  food  stamp  allutmenta.  Neither  rcprcscnta  the 
minimum  cust  food  bundle  fui  meeting  nutntiunal  standards,  since  both  allow  for  a  varied  diet 
that  includes  those  foods  nuimall>  consumed  b>  Americans.  Even  so,  the  USDA  wknow ledges 
that  a  person  would  have  tu  be  quite  knowledgeable  to  maintain  a  nutritional  diet  wiih  either 
food  plan. 

'  To  account  foi  the  hi^hei  fixed  cost6  of  smailei  families,  muitijpiiertt  greater  than  three  were 
used  for  couples  and  persons  living  alone,  these  multiphf  wei«>  t  ^  and  5.92,  respectively.  All 
other  differences  in  thresholds  stem  from  differences  in  tBsumed  food  needs. 

•  The  threshold  distinction  based  on  sex  of  household  head  was  dropped  in  1981,  currently  48 
thresholds  art  defined  foi  nine  siises  of  families  with  noneldeily  heads  and  two  size»  of  families 
with  elderly  heads,  with  further  differentiation  based  on  number  of  children. 
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costs  for  different  groups  can  only  approximate  true  resource  re- 
quirements. 

Similarly,  objections  can  be  raised  against  the  simplifying  as- 
sumption that,  because  in  1955,  families  with  three  or  more  mem- 
bers spent  one-third  of  their  income  on  food,  need  standards  can  be 
defined  as  three  times  the  cost  of  food.  Families  spend  a  smaller 
share  of  their  budget  on  food  as  their  incomes  rise.  Consequently, 
poor  families  spend  a  larger  than  average  fraction  of  their  incomes 
on  food,  and  the  fraction  of  income  spent  on  food  by  all  families 
therefore  understates  that  fraction.  Thus,  the  poverty  thresholds 
derived  from  the  average  budget  share  going  for  food  overstate 
needs  based  on  normal  expenditures  of  low-income  households.  In 
addition,  changing  relative  prices  between  food  and  non  food  items 
mean  that  a  fixed  relationship  between  food  and  non-food  expendi- 
tures is  unlikely  to  hold  over  time.  If  food  prices  rise  less  rapidly 
than  other  prices,  the  budget  share  needed  for  non-food  items 
would  increase  and  the  income  requirement  would  be  more  than 
three  times  the  cost  of  a  minimum  food  bundle. 

Updating  the  thresholds  to  account  for  price  changes  also  pre- 
sents problems,  because  current  methods  may  not  accurately  re- 
flect variations  in  resources  required  to  avoid  poverty.  Before  1969, 
the  thresholds  were  adjusted  annually  for  inflation  based  on 
changes  in  the  Consumer  Price  Index  for  food.  That  procedure  im- 
plicitly assumed  that  the  income-to-food-expenditure  ratio  was  un- 
changing  and  therefore  that  resource  requirements  would  grow  at 
the  same  rate  as  food  prices.®  Since  1969,  the  basis  for  inflation  ad- 
justment has  been  the  Consumer  Price  Index  (CPI)  for  all  goods 
and  services.  This  revised  methodology  does  not  assun.  a  constant 
ratio  of  income  to  food  expenditures,  but  it  does  assume  that 
changing  relative  prices  does  not  affect  the  need  standards  for  fam- 
ilies. 

The  major  failing  of  this  inflation  adjustment  procedure  comes 
from  the  possibility  that  prices  of  goods  purchased  by  poor  families 
might  change  at  a  different  rate  from  prices  of  goods  represented 
in  the  CPL  Low-income  families  spend  relatively  more  of  their 
income  on  food  and  energy  and  relatively  less  on  their  own  homes 
than  does  the  average  family.  When  prices  of  food  and  energy  rose 
faster  than  the  CPI  during  the  early  1970s,  the  official  poverty 
thresholds  failed  to  reflect  these  adverse  relative  price  movements. 
At  the  end  of  that  decade,  rapidly  increasing  homeownership  costs 
meant  that  the  CPI  grew  faster  than  prices  generally,  during  that 
period,  povertv  thresholds  probably  increased  in  real  terms.  If  pov- 
erty thresholds  are  intended  to  represent  the  cost  of  obtaining  a 
minimum  bundle  of  consumption  needs,  updating  them  based  on 
the  CPI  probably  misstates  actual  costs. 

A  further  objection  to  the  current  methodology  involves  the  ques- 
tion of  what  should  be  included  in  the  measures  of  income  and  food 
expenditure  used  to  calculate  the  multiplier.  The  original  analysis 
counted  only  cash  income  after  taxes  on  the  income  side  and  food 
purchases  on  the  food  side.  Because  farm  families  grow  some  of 


'Alternatively,  ihc  procedure  could  be  viewed  a»  assuming  that  all  piice^  were  changing  at 
the  same  rate,  so  u^mg  the  CPI  foi  food  to  inflate  the  thresnolds  was  equivalent  to  using  the 
CPI  for  all  items.  This  last  assumption  was  clearly  false,  however. 
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their  own  food,  adjustments  were  made  to  poverty  thresholds  for 
the  farm  population  to  reflect  their  reduced  need  for  cash  to  buy 
food.'  In  the  early  1960s,  this  approach  made  sense,  since  most 
income  was  in  cash,  and,  other  than  for  farm  families,  relatively 
little  food  was  received  as  transfers  or  in-kind  payments.  This  situ- 
ation has  changed,  however,  with  the  growth  during  the  last  two 
decades  of  government  transfer  programs  (such  as  food  stamjw, 
Medicaid,  and  housing  assistance)  that  provide  noncash  aid  eind 
the  rapid  increase  in  the  proportion  of  employee  compensation  paid 
in  the  form  of  fringe  benefits  (such  as  pensions,  health  and  life  in- 
surance, and  employer-provided  meals).  Ignoring  the  values  of 
these  in-kind  benefits  in  either  the  numerator  or  the  denominator 
of  the  multiplier  calculation  will  yield  a  less  accurate  me£isure  of 
the  income-to-food-expenditure  ratio. 

At  the  same  time,  defenders  of  the  current  multiplier  argue  that 
the  poverty  measure  should  be  absolute  and  unchanging  over  time, 
except  to  reflect  general  inflation.  If  the  original  multiplier  calcula- 
tions accurately  meapured  the  income-to-food-expenditure  relation- 
ship at  the  time,  there  is  no  need  to  determine  a  new  multiplier 
taking  into  account  the  growth  in  in-kind  benefits,  even  if  such 
benefits  were  counted  as  income.  The  need  standards,  according  to 
this  argument,  should  continue  to  be  based  on  the  original  multi- 
plier analysis  to  avoid  raising  (or  lowering)  poverty  standards  over 
time,  and  hence  to  maintain  continuity  in  poverty  statistics. 

A  final  objection  is  that  poverty  thresholds  make  no  allowance 
for  geographic  variation  in  the  cost  of  living.  What  few  data  are 
available  indicate  that  maintaining  a  given  standard  of  living  can 
be  markedly  more  expensive  in  some  locations  than  in  others,  yet  a 
single  set  of  poverty  thresholds,  invariant  with  respect  to  location, 
is  used  to  determi  le  whether  people  are  poor.  Families  officially 
classified  as  poor  but  living  in  low-cost  areas  could  well  be  better 
off  than  similar  families  with  incomes  above  the  poverty  line  who 
live  where  costs  are  high. 

Despite  these  objections,  the  lack  of  an  objective  means  of  defin- 
ing a  family's  basic  needs  for  each  individual  consumption  item 
leaves  no  better  way  of  setting  absolute  poverty  thresholds.^  While 
recognizing  the  shortcomings  of  the  methodology,  this  study  follows 
the  basic  Orshansky  multiplier  approach  in  most  of  the  alternative 
definitions  it  examines.  At  the  same  time,  changes  are  considered 
that  could  reduce  the  impact  of  some  of  those  shortcomings. 


"Thib  a4jublmt;ril  vtas  suiuewhat  arbitrar>,  huwevei.  Threshulds  fut  farm  families  were  set  at 
70  petctral  uf  nun  farm  lhrei$hu!d9,  even  though  there  was  httle  evidence  to  support  such  a 
value.  The  percentage  was  raised  to  percent  in  1969  and  to  100  percent  in  1981  on  the  as- 
tiUifiiJiiun  Ihul  \july  a  amall  fraction  uf  farm  families  rel>  un  hume  production  for  a  significant 
portion  of  their  food. 

*  The  entire  issue  of  defining  povert>  in  terms  uf  need  standards  could  be  avoided  hy  setting 
Ihreshvlds  relative  iv  median  rumil>  incume.  This  approach  argues  that  poverty  is  not  absolute, 
but  rather  iS  a  function  uf  the  standard  uf  hving  of  the  average  famil>.  The  Orshansky  multiph- 
ei  approach  it^If  io  nut  eiitirel>  absolute  in  that  the  income^ tu-foud-uxpenditure  ratio  is  based 
un  a  natiunal  average,  thus  taking  into  aauunt  the  normal  standard  of  living.  Similarly,  the 
econumjr  plan  io  not  a  least -cost  diet,  but  rathei  a  low^ost  diet  that  alluws  fut  a  varied  food 
menu  containing  the  kinds  of  food  consumed  by  average  Americans. 
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ASSESSING  THE  ADEQUACY  OF  RESOURCES 

Currently,  a  family's  poverty  status  is  obtained  by  comparing  its 
total  pre  tax,  cash  income  with  the  relevant  poverty  threshold.  If 
its  annual  income  falls  short  of  the  threshold,  the  family  and  all  of 
its  members  are  classified  as  poor.  This  section  discus::.<js  four  prob- 
lems with  this  approach,  no  account  is  taken  of  the  family's  non- 
cash income,  wealth  and  period  to-period  fluctuations  in  income  are 
ignored,  the  income  considered  is  gross  of  taxes,  while  the  thresh- 
olds are  based  on  after-tax  income,  and  no  distinction  is  made  be- 
tween families  that  are  barely  poor  and  those  whose  income  is  far 
below  the  threshold. 

In-kind  income 

Perhaps  the  most  frequently  mentioned  criticism  of  the  official 
poverty  measure  is  that  it  ignores  non-cash  income.  A  family  re- 
ceiving $200  worth  of  food  stamps  each  month,  living  in  public 
housing,  and  getting  subsidized  health  insurance  i^  considered  to  be 
no  better  off"  than  an  otherwise  identical  family  getting  none  of 
those  benefits.  This  almost  certainly  misstates  the  relative  well- 
being  of  the  two  families.  Since  accepting  such  income  is  voluntary, 
the  recipient  family  is  almost  certain  to  be  helped  and  cannot  be 
made  worse  off.  At  the  same  time,  any  amount  of  a  given  good  in 
excess  of  the  minimum  requirement  has  no  value  in  terms  of  meet- 
ing other  needs.  A  family  is  still  poor  if  it  cannot  afford  all  basic 
needs,  regardless  of  how  much  food  or  housing  or  any  other  single 
good  it  has.  Consequently,  receipt  of  non-cash  income  reduces  pov- 
erty with  respect  to  other  goods  only  to  the  extent  that  it  frees 
cash  income  to  buy  those  other  goods. 

By  this  argument,  a  particular  form  of  noncash  income  should 
be  considered  in  assessing  poverty  status  only  up  to  a  value  repre- 
senting that  part  of  the  poverty  threshold  that  would  be  expected 
to  be  allocated  to  that  good.  For  example,  if  the  poverty  threshold 
for  a  family  were  $800  per  month  and  the  family  was  expected  to 
spend  30  percent  on  housing,  the  value  of  housing  assistance  pro- 
vided to  the  family  each  month  should  not  exceed  $240  (30  percent 
of  $800)  less  the  family's  own  cash  expenditures  on  housing  when 
determining  whether  or  not  the  family  is  poor.  Any  additional  non- 
cash income  given  in  the  form  of  housing  does  not  help  the  family 
meet  its  need  for  $560  per  month  (70  percent  of  $800)  for  non-hous- 
ing expenditures.^  (Since  the  excess  over  $240  may  substantiall;y 
improve  the  family's  well-being,  however,  one  might  argue  that  it 
ought  not  to  be  completely  excluded  from  measurement.) 

Wealth  and  the  accounting  period 

The  official  poverty  definition  ignores  wealth  except  to  the 
extent  that  a  family's  assets  generate  cash  income,  only  income  re- 
ceived during  the  calendar  year  is  compared  with  the  poverty 
threshold. But  a  family's  well-being  depends  less  on  income  than 


•  A»  noted  above,  the  current  poverty  thre&hulda  du  nut  indicate  basic  needs  for  individual 
consumptiun  itcmb  That  the  threshuldb  repres«:*nt  mcume  netxled  Vo  »ixXi&{y  specific  needs  i»  im« 
pHcit,  however 

'"One  furm  uf  wealth  nut  cunsidercd  here  its  einplu>er  cuntributiuns  to  pension  plans.  Because 
such  wealth  cannut  be  us>ed  fur  current  cunsumptiun,  une  mi^ht  argue  that  it  should  be  ignored 
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on  consumption  and  the  ability  to  satisfy  basic  needs.  A  family 
with  significant  accumulated  savings  can  continue  to  consume, 
even  if  its  income  disappears  entirely  for  a  year  or  two,  and  such  a 
family  would  not  normally  be  considered  poor.  At  the  same  time, 
savings  cannot  replace  income  forever,  and  almost  all  families  with 
no  income  at  all  will  eventuall>  become  poor  in  consumption 
terms. 

What  is  at  issue  here  is  the  accounting  period  over  which  pover- 
ty is  assessed,  the  length  of  that  period  can  greatly  affect  the  meas- 
ured poverty  rate.  The  official  poverty  measure  uses  a  1-year  ac- 
counting period,  long  enough  to  smooth  out  most  short-term  fluctu- 
ations in  incomes  such  as  those  caused  by  periods  of  illness.  Even 
so,  some  incomes  are  more  volatile,  perhaps  because  employment  is 
less  regular  or  perhaps  because  payment  comes  only  at  the  comple- 
tion of  major  tasks,  and  even  an  annual  accounting  period  fails  to 
capture  the  true  nature  of  a  family's  financial  situation.  Savings 
may  enable  such  families  to  maintain  an  even  consumption  pat- 
tern, in  such  cases,  the  official  poverty  measure  is  misleading.  This 
argues  for  some  means  of  reflecting  wealth  in  assessing  poverty. 

Two  issues  mitigate  this  argument,  however.  First,  good  meas- 
ures of  wealth  do  not  exist,  nor  do  individuals  in  general  have  a 
good  sense  of  what  their  wealth  is.  While  surveys  could  gather  data 
on  wealth  just  as  they  do  on  income,  the  results  would  likely  be 
inaccurate  because  people  tend  not  to  know  either  the  extent  of 
their  assets  or  their  value.  Second,  even  if  wealth  could  be  meas- 
ured accurately,  it  is  unclear  how  it  should  be  incorporated  into  a 
measure  of  poverty.  Should  a  family  be  expected  to  spend  all  its 
savings  in  a  given  year?  Over  3  years?  If  so,  wealth  (or  one-third  of 
wealth)  should  be  counted  as  income.  Or  should  wealth  be  expected 
to  provide  a  particular  percentage  return?  Then  that  percentage  of 
a  famil/s  wealth  should  be  considered  to  be  the  same  as  income. 
That  might  still  be  an  inaccurate  measure  of  the  family's  ability  to 
aatibfy  its  immediate  consumption  needs,  however,  because  soine 
forms  of  wealth  are  difficult  to  transform  into  cash  quickly. 

One  particular  form  of  wealth— housing— presents  special  prob- 
lems. For  mobt  homeownerb,  their  homes  are  probably  their  largest 
assets  and  form  the  bulk  of  their  wealth.  More  important,  their 
homes  provide  them  with  places  to  live,  for  what  might  be  a  lower 
annual  cash  cost  than  for  similar,  rented  housing.  The  family's  in- 
vestment in  their  home  yields  a  return,  not  in  money  income  like 
most  financial  assets,  but  rather  as  housing  which  is  neither 
valued  In  dollarb  nor  counted  ab  income  in  assessing  poverty  status. 
By  ignoring  this  in  kind  income  (often  called  imputed  rent  by 
economibtbJ,  the  official  poverty  measure  understates  the  resources 
available  to  homeowner  families  to  meet  their  consumption 
needs.''  However,  omitting  the  value  of  services  provided  oy  a 
family's  own  home— and,  to  a  lesser  extent,  the  value  of  services 
provided  b>  other  durable  goods  such  as  automobiles -yields  an  in- 
accurate assessment  of  its  poverty  status. 


in  os^ebbinK  puveri>  bUtlu'^  Olhcrs  ^nj^ihl  ar^jut  thai  btxaus^.  pt  nMvi»»  aMlawtr  ihe  nted  for  other 
savings,  thoy  should  be  counted. 

**ln  part,  impuu?d  rem  is  ignured  bevaubtj  it  it*  diffiwull  to  obta»a  awcuratt-  data  through  sur- 
veyg  (the  source  of  other  information  used  to  calculate  poverty  stiitistics) 
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Taxes 

There  are  two  consistent  methods  of  dealing  with  taxes  in  meas- 
uring poverty.  On  the  one  hand,  pre-tax  income  could  be  compared 
against  poverty  thresholds  defined  to  include  tax  payments  as  a  re- 
source need;  on  the  other  hand,  income  net  of  taxes  could  be  com- 
pared with  poverty  thresholds  defined  as  resources  required  to 
cover  non-tax  needs.  Official  poverty  statistics  follow  neither 
course,  but  •  ather  compare  pre-tax  income  with  poverty  thresholds 
based  on  after-tax  income.  Twenty  years  ago  when  the  poverty 
measure  was  devised,  this  treatment  of  income  made  little  differ- 
ence since  poor  families  paid  little  or  nothing  in  taxes.  Rising  pay- 
roll taxes  and  bracket  creep  in  the  federal  income  tax  have  in- 
creased the  tax  liabilities  of  low-income  households,  however;  in 
1984,  families  with  four  members  and  with  earnings  at  the  poverty 
level  owed  more  than  10  percent  of  their  income  in  federal  taxes— 
up  from  4  percent  in  1978.  This  is  a  significant  reduction  in  re- 
sources available  to  such  famUies  to  meet  their  consumption  needs. 

In  addition,  the  current  treatment  of  taxes  in  measuring  poverty 
fails  to  distinguish  the  different  resource  needs  of  families  with 
and  without  tax  liabilities.  Two  families  with  the  same  pre-tax  in- 
comes will  not  be  equally  well  off  if  one  has  income  from  earnings 
that  are  subject  to  payroll  and  income  taxes,  while  the  other  has 
income  from  untaxed  transfer  payments.  Consistency  requires 
either  that  pre-tax  incomes  be  compared  with  resource  needs  for 
consumption  and  taxes  or  that  after-tax  incomes  be  assessed 
against  consumption  needs  alone. 

Pre-tax  incomes  are  more  easily  determined  than  after-tax  in- 
comes, since  there  is  wide  variation  in  taxes  paid  by  famiilies  with 
similar  before-tax  incomes.  At  the  same  time,  this  variation  means 
that  poverty  thresholds  incorporating  average  tax  liabilities  would 
not  accurately  represent  the  resource  needs  of  different  families. 
Because  there  is  much  less  variation  in  income  required  for  con- 
sumption goods  and  services,  thresholds  reflecting  afler-tax  needs 
might  provide  greater  accuracy. 

Degree  of  poverty 

Poverty  statistics  classify  families  and  individuals  as  either  poor 
or  not  poor;  this  simplification  severely  limits  the  usefulness  of  the 
poverty  rate  as  an  indicator  of  the  condition  of  low-income  families. 
The  degree  of  poverty  masters  as  well,  and  the  inability  of  the  pov- 
erty rate  to  measure  degree  has  several  implications.  First,  the 
measure  separates  similar  families,  and  groups  together  quite  dif- 
ferent families.  A  family  with  income  just  below  the  poverty 
threshold  is  much  more  like  a  family  with  income  just  above  the 
threshold  than  it  is  like  a  family  with  no  income  at  all,  yet  it  ap- 
pears to  be  no  different  from  the  latter  family  in  the  poverty  rate 
statistics.  Second,  poverty  rates  do  not  tell  how  poor  families  are.  A 
situation  in  which  every  family  in  the  poorest  15  percent  of  the 
population  has  an  income  $200  below  the  poverty  threshold  ap- 
pears identical  to  one  in  which  each  of  those  families  has  an 
income  of  only  $200,  yet  clearly  the  latter  presents  much  greater 
cause  for  concern.  Third,  the  poverty  rate  cannot  give  a  complete 
picture  of  the  effectiveness  of  antipoverty  programs.  In  terms  of  its 
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efTect  on  the  poverty  rate,  a  program  that  provided  a  small  amount 
of  additional  income  to  many  families  just  below  the  poverty  line, 
thus  moving  them  out  of  poverty,  would  seem  more  effective  than  a 
program  that  gave  significant  resources  to  the  very  poor  but  did 
not  pull  any  of  its  beneficiaries  above  the  official  poverty  line. 

The  poverty  gap-^the  aggregate  amount  of  cash  income  by  which 
all  poor  families  fall  below  the  poverty  level— is  a  measure  that 
serves  to  mitigate  these  problems  somewhat  but  not  completeh  It 
distinguishes  sharply  between  the  polar  cases  cited  above:  il  all 
poor  families  are  just  below  the  poverty  threshold,  the  poverty  gap 
is  relatively  small,  if  all  of  the  poor  have  virtually  no  incomes,  the 
gap  is  large.  Further,  the  poverty  gap  provides  a  good  measure  of 
the  effectiveness  of  antipoverty  programs.  The  extent  to  which  any 
program  raises  measured  incomes  cf  the  poor  will  be  directly  re- 
flected in  the  poverty  gap;  benefits  going  to  those  at  or  above  the 
poverty  line  have  no  effect  on  it,  however. 

At  the  same  time,  the  poverty  gap  fails  to  distinguish  which  of 
the  poor  are  helped  by  improvements  in  the  national  economy  or 
by  assistance  programs.  Although  providing  $1,000  additional 
annual  income  to  a  family  who  is  $1,000  below  the  poverty  thresh- 
old has  the  same  effect  on  the  poverty  gap  as  providing  the  same 
$1,000  to  a  family  with  no  income,  the  latter  approach  is  almost 
certain  to  be  better  in  terms  of  reducing  the  effects  of  poverty.  Dif 
ferential  impacts  on  the  poor  can  be  distinguished  by  examining 
the  distribution  of  the  poor  and  near-poor  around  the  poverty 
thresholds,  considering,  for  example,  the  number  of  families  with 
incomes  between  0  and  50  percent  of  the  poverty  thresholds,  be- 
tween 50  percent  and  75  percent,  between  75  percent  and  100  per- 
cent, between  100  percent  and  125  percent,  and  so  on.  Changes  in 
this  distribution  could  then  show  the  effects  on  the  poor  of  antipov- 
erty  programs,  a  drop  in  unemplo3rment,  or  other  events.  It  is  diffi- 
cult, however,  to  summarize  the  meaning  of  a  given  distribution  or 
to  compare  two  different  distributions.  In  any  event,  there  is  prob- 
ably no  single  measure  that  tells  policymakers  all  they  should 
know  about  poverty.  Using  several  measures  is  probably  the  best 
approach. 

Alternative  Measures  of  Poverty 

This  section  examines  alternative  measures  of  poverty,  focusing 
on  various  ways  of  changing  the  definition  of  income  to  include 
non-cash  resources  and  to  exclude  taxes  paid,  and  of  adjusting  the 
poverty  thresholds  with  which  income  is  compared. 

COUNTING  IN-KIND  INCOME  AND  EXCLUDING  TAXES  FROM  INCOME 

A  significant  part  of  income  is  received  in  a  wide  range  of  in- 
kind  forms.  Employers  often  pay  part  of  the  costs  of  health  and  life 
insurance  for  workers  and  their  families,  and  sometimes  provide 
meals  and  housing.  The  government  offers  aid  to  low  income  fami 
lies  and  individuals  through  food  stamps,  school  nutrition  pro- 
grams. Medicaid,  and  housing  subsidies  for  both  renters  and  home^ 
owners.  These  benefits  now  comprise  nearly  two-thirds  of  all 
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means-tested  assistance  given  to  poor  households."  Medicare  pro- 
vides medical  care  for  the  elderly  and  disabled  without  regard  to 
recipients'  incomes. 

Taxes  have  also  grown  in  importance  for  low-income  families. 
For  a  family  of  four  at  the  poverty  level,  combined  federal  payroll 
and  personal  income  tax  liability  has  grown  frop^  4  percent  of 
income  in  1978  to  over  10  percent  in  1984.  More  than  one-third  of 
all  families  below  the  poverty  level  pay  some  taxes;  for  those  fami- 
lies, the  two  taxes  average  more  than  6  percent  of  income. 

Because  these  in-kind  benefits  and  taxes  have  significant  impacts 
on  the  well-being  of  low-income  families,  they  should  be  incorporat- 
ed in  assessments  of  poverty  status.  Ignoring  these  factors,  which 
have  a  large  and  growing  impact  on  the  resources  of  poor  families, 
yields  inaccurate  measures  of  the  ability  of  the  poor  to  satisfy  basic 
needs. 

Three  questions  arise  with  regard  to  counting  non-cash  income 
and  excluding  taxes: 
—Which  kinds  of  non-cash  income  can  and  should  be  included? 
—How  should  non-cash  income  be  valued? 
—Which  taxes  should  be  omitted  in  calculating  incomes? 

Which  kinds  of  non<ash  income  can  and  should  be  included? 

This  question  has  both  practical  and  theoretical  parts.  On  the 
one  hand,  if  a  more  inclusive  income  measure  is  to  be  applied,  one 
must  be  able  to  determine  how  much  of  each  kind  of  non-cash 
income  a  family  receives.  In  principle,  all  benefits  that  improve  a 
family's  ability  to  obtain  goods  and  services  should  be  included. 
From  a  practical  viewpoint,  however,  it  is  often  difficult  to  deter- 
mine exactly  what  in-kind  income  a  family  receives.  On  the  other 
hand,  even  if  one  could  observe  receipt  of  every  form  of  non-cash 
income,  not  all  of  those  forms  improve  a  family's  ability  to  satisfy 
current  needs,  for  example,  employer-provided  pension  benefits 
may  generate  resources  that  the  family  can  use  in  retirement  but 
not  money  with  which  to  buy  food  today. 

What  non^^ash  benefits  could  be  counted  as  income  in  practice  is 
determined  by  the  data  available.  WhUe  new  survey  information  is 
forthcoming,  the  best  current  source  (the  Current  Population 
Survey,  or  CPS)  includes  data  only  on  receipt  of  food  stamps,  school 
lunch,  housing  assistance,  and  medical  care  provided  through  Med- 
icaid, Medicare,  and  private  insurance.'^  The  Bureau  of  the  Census 
has  estimated  alternative  ways  of  valuing  each  of  these  four  in- 
kind  transfers,  the  assessment  offered  below  of  in-kind  income  in- 
cludes only  these  four  items. 


''Department  of  Commerce,  Bureau  of  the  Census,  "Estimates  of  P&vert>  Includmg  the  Value 
of  Noncash  Benefita:  1983,"  Technical  Paper  52,  Table  A,  p.  viii. 

^  •''The  Surye>  of  Income  and  Program  Participation  (SIPP)  will  provide  a  wealth  of  informa- 
tion on  40  different  sources  of  income  and  13  classes  of  assets,  but  data  from  SIPP  are  now 
available  only  for  the  last  two  quarters  of  1983.  When  more  SIPP  data  are  released,  it  wiU  be 
possible  Uj  determine  the  ret«jpt  of  a  mu<.h  wider  range  of  non-cash  incomes  than  with  current 
data  bases. 

"  One  additional  issue  involves  the  inclusion  of  medical  care,  should  long-term  institutional 
medical  care  be  included  at  alP  Because  poverty  rates  are  calculated  on!>  for  the  noninstitu* 
tionalized  population,  only  the  value  of  non institutional  care  is  included. 
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How  should  non-cash  income  be  valued? 

To  allow  combining  cash  and  non-cash  incomes,  each  non-cash 
benefit  must  be  assigned  a  cash  value,  but  there  is  no  consensus  on 
how  this  should  be  done.  The  Bureau  of  the  Census  has  devised 
three  different  valuation  approaches,  each  with  advantages  and 
drawbacks.^* 

Market  value  is  an  estimate  of  what  the  good  or  service  would 
cost  if  bought  in  the  private  market.  This  is  generally  easiest  to  es- 
timate, since  there  is  often  a  comparable  item  available  for  sale  for 
which  a  price  or  cost  can  be  found,*®  However,  the  market  value 
may  greatly  exceed  the  value  to  recipients,  if  recipients  would  not 
have  chosen  to  buy  as  much  of  the  good  or  service  had  they  been 
given  its  market  value  in  cash,  or  if  in-kind  benefits  do  not  free  up 
resources  equal  to  their  market  value  for  use  in  satisfying  other 
needs.  In  fact,  valuing  in-kind  benefits  at  their  market  value  can 
lead  to  absurd  conclusions,  an  example  often  cited  is  that  by  using 
the  market  value  approach  and  valuing  Medicaid  benefits  at  aver- 
age cost  (that  is,  the  market  value  is  defined  to  be  the  average  cost 
of  health  care  services  provided),  there  would  be  no  elderly  poor 
living  alone  in  New  York  State  because  the  insurance  value  of 
Medicare  and  Medicaid  provided  to  them  exceeds  the  poverty 
threshold  for  single  people. 

The  recipient/cash  equivalent  value  (R/CE)  addresses  this  prob- 
lem by  trying  to  estimate  how  much  cash  individuals  would  have 
to  be  given  in  place  of  the  non-cash  benefit  to  make  them  feel 
equally  well  off.  This  value  cannot  be  greater  than  the  market 
value  of  the  benefit,  cash  equal  to  the  market  value  would  enable 
recipients  to  purchase  the  in-kind  transfer  and  be  at  least  as  well 
off  as  with  the  transfer.  Usually,  the  R/CE  value  is  less  than  the 
market  value,  in  most  cases,  recipients  would  prefer  to  be  given  a 
combination  of  goods  rather  than  a  large  amount  of  only  one  good, 
they  would  thus  exchange  the  in-kind  transfer  for  less  than  its 
market  value  in  cash,  which  could  then  be  used  to  buy  a  variety  of 
goods.  ^'^ 

For  some  analysts,  the  R/CE  value  is  quite  appealing  since  it 
bases  the  valuation  on  the  indlviduars  own  assessment  of  the  bene- 
fit s  worth.  On  the  other  hand,  others  would  argue  that  society 
should  judge  what  in  kind  transfers  to  the  poor  should  be  and  that 
self-perceptions  of  the  poor  should  be  ignored.  Further,  while  the 
R/CE  value  is  conceptually  clear,  its  practical  application  requires 
strong  assumptions  about  people's  behavior  or  preferences,*^ 


'  *  Sec  Department  of  Commerce,  Bureau  uf  the  Census.  Alternative  Methods  for  Valuing  Se- 
lected In-Kind  Transfer  Benefits  and  Measuring  Their  Effect  on  Poverty/'  Technical  Paper  50. 
March  1982  (see  especially  Chapters  4  and  5). 

For  some  items,  thib  a,  not  the  case.  Mediuiid,  fur  example,  has  no  comparable  counterpart 
in  the  private  market.  The  market  value  fur  Medicaid  is  calculated  as  an  insura  %  value,  based 
on  total  program  cost*. 

If  the  recipient  wuuld  have  purchased  at  least  as  much  of  the  item  as  was  received,  the 
iranrffer  free*  up  cash  equal  to  iis  market  value,  so  the  recipient,  cash  equivalent  value  must 
equal  the  market  value,  if  the  recipient  wuuld  have  purchased  less,  the  recipient,  cash  eouiva 
lent  value  will  genera]  1>  be  iuwer  Inan  market  value  because  consumers  usual]>  do  not  choose 
to  spend  all  additional  income  on  an>  one  good,  the>  wuuld  be  willing  to  give  up  some  of  the 
market  value  of  the  in-kind  benefit  in  order  to  achieve  more  varietv  in  their  consumption. 

'*In  particular,  the  Bureau  of  the  Census  approach  assumes  that  the  value  that  recipients 
place  on  m-kind  benefits  is  equal  eithci  to  the  average  expenditure  on  the  item  b>  similar  fami 
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The  budget'Share  value  assumes  that  the  value  of  an  in-kind  ben- 
efit cannot  exceed  the  amount  that  families  with  cash  incomes 
near  the  ixjverty  level  would  spend  on  that  specific  item  (the  "pov- 
erty share").  The  value  of  a  non-cash  benefit  is  then  taken  to  be 
the  lesser  of  the  market  value  (as  defined  above)  and  this  poverty 
share.  This  approach  addresses  the  fact  that  in-kind  transfers  do 
not  necessarily  free  up  resources  for  use  in  satisfying  other  needs; 
only  to  the  extent  that  the  transfers  replace  previously  purchased 
goods  or  services  do  recipients  have  more  money  to  spend  on  con- 
sumption goods. 

The  budget-share  value  method  has  potentially  serious  shortcom- 
ings, however.  First,  it  assumes  that  recipients  of  in-kind  income 
value  that  income  as  much  as  people  with  cash-only  incomes  near 
the  poverty  level.  Second,  it  implicitly  assumes  that  the  poverty 
level  is  correctly  defined.  If  in-kind  income  is  counted  in  assessing 
poverty  status,  different  thresholds  may  be  appropriate.  (This  issue 
is  discussed  further  below.) 

The  budget-share  value  method  could  be  used  to  partition  pover- 
ty thresholds  into  resource  requirements  for  individual  classes  of 
goods.  If  poverty  shares— that  is,  normal  expenditures  by  families 
near  the  poverty  level— were  used  to  define  resource  requirements 
for  specific  goods  and  services,  the  budget-share  value  would  con- 
strain in-kind  transfers  to  meet  only  the  poverty-level  requirement 
for  the  good  or  service  in  question.^' 

The  dollar  valuations  of  in-kind  benefits  developed  by  the  Bureau 
of  the  Ctensus  vary  significantly  across  the  three  approaches.  In 
general,  the  market  value  is  highest,  while  the  recipient/cash 
equivalent  value  is  lowest.  Because  measuring  in-kind  transfers  at 
market  value  often  overstates  the  availability  of  resources  for  pur- 
chasing goods  and  services— and  thus  the  ability  to  meet  basic 
needs— the  analysis  presented  Jiere  uses  only  the  budget  share  and 
the  recipient/cash  equivalent  values.  Specific  estimates  are  those 
made  by  the  Bureau  of  the  Census. 

Which  taxes  should  be  omitted  in  calculating  incomes? 

Because  poverty  thresholds  are  based  on  the  relationship  be- 
tween after-tax  income  and  food  expenditures,  it  would  be  consist- 
ent to  exclude  taxes  from  the  income  used  to  assess  poverty  status. 
In  essence,  the  thresholds  represent  the  minimum  disposable 
income  required  to  be  nonpoor.  Both  payroll  and  income  taxes 


lies  with  fimilar  incomes  who  do  not  receive  i.i-kind  transferi  or  to  the  market  value  of  the 
S??55  •  w^^cheyer  IS  less.  For  example  if  a  family  is  given  homing  with  a  market  value  of 
p.ooo,  and  if  similar  familiw  not  receiving  htasine  assistance  spend  an  average  of  $4,000  on 
value  would  be  $4,000.  If  the  market  value  of  the  assistance  were  only  $3,500. 
the  R/CE  value  would  also  be  $3,500. 

An  alterjiative  approach  uses  utilitv  functions  to  estimate  the  additional  income  a  family 
would  need  to  be  as  well  off  as  with  the  in-kind  benefits.  This  approach  suftert  because  utihty 
functions  are  unobservable,  and  strong  jssunjptions  therefore  have  to  be  made  to  obtain  esti- 
mates See  Department  of  Commerce,  Bureau  of  the  Census,  "Alternative  Methods  for  Valuing 
Selected  In  Kind  Transfer  Benefits  and  Measuring  Their  Effect  on  Poverty,"  Technical  Paper  50. 
March  1982,  pp.  28-31.  38-44,  58-69,  and  127-134.  cw    wu  i-apcr  w, 

«•  The  circularity  of  this  ajjproach  may  le«d  to  significant  under  or  over-statement  of  needs. 
If  the  poverty  thresholds  in  fact  represent  the  cost  of  meeting  basic  needs,  and  if  families  at  the 
Oiresholdi  in  fact  purchase  those  basic  needs,  their  budget  shares  represent  poverty  threshold* 
for  mdividual  items  On  the  other  hand,  if  poverty  thresholds  arc  not  what  is  needed  to  be  non- 
poor,  or  families  at  the  poverty  line  buy  too  little  or  too  much  of  some  goods,  the  budget  shares 
would  not  accurately  denote  resources  ncede<l  to  meet  basic  needs  for  specific  items. 
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must  be  subtracted  from  pre-tax  income  to  determine  disposable 
income  that  can  be  compared  with  the  thresholds.^^  On  the  other 
hand,  because  thresholds  are  based  on  consumption  needs  includ- 
ing sales  taxes,  the  latter  taxes  should  not  be  removed,  as  they  rep- 
resent part  of  the  cost  of  goods  and  services.  Similarly,  because 
they  are  part  of  shelter  costs  and  are  thus  part  of  normal  expendi- 
tures, property  taxes  should  not  be  subtracted  from  gross  income. 
In  the  following  analysis,  income  is  evaluated  net  of  payroll  and 
state  and  federal  income  taxes,  but  inclusive  of  other  taxes.^^ 

ESTABUSHING  INCOME  THRESHOLDS  FOR  ASSESSING  POVERTY  STATUS 

The  thresholds  currently  used  to  assess  poverty  status  have  been 
set  by  multiplying  the  cost  of  a  nutritionally  adequate  food  bundle 
by  the  ratio  of  after-tax  income  to  food  expenditures  for  families 
with  three  or  more  members.  These  thresholds  are  updated  over 
time  in  line  with  changes  in  the  CPI  for  all  items.  Neither  the 
income  nor  the  food  expenditure  calculations  include  in-kind  bene- 
fits, and  it  is  therefore  argued  that  the  thresholds  are  inappropri- 
ate benchmarks  to  use  if  non-cash  incoiae  is  counted  as  a  resource. 
This  line  of  reasoning  asserts  that  if  income  includes  in-kind  items, 
the  income-to-food-expenditure  ratio  must  be  recalculated  with  in- 
kind  benefits  included  in  both  halves  of  the  ratio.  This  recalcula- 
tion would  require  that  the  dollar  value  of  in-kind  food  (such  as 
food  stamps,  school  lunches  and  other  food  programs,  employer-pro- 
vided meals,  and  food  grown  for  personal  consumption)  be  added  to 
cash  expenditures  for  food  and  that  the  dollar  value  of  all  non-cash 
income  (including  employer-provided  health  and  life  insurance, 
housing  assistance.  Medicare  and  Medicaid,  and  food  items)  be 
added  to  after-tax  cash  income.  The  revised  ratio  of  these  two 
values  would  then  be  multiplied  by  the  cost  of  an  inexpensive  food 
plan  to  obtain  a  threshold  against  which  total  cash  and  non-cash 
income  could  be  compared. 

In  response  to  this  argument,  others  contend  that  there  is  no 
need  to  revise  the  poverty  thresholds  to  account  for  non-cash 
income,  because  neither  income  nor  consumption  included  much  in 
kind  at  the  time  of  the  original  multiplier  calculation,  which  was 
based  on  a  1955  survey.  If  total  food  consumption  required  one- 
third  of  total  income— before  in-kind  benefits  were  significant- 
then  increases  in  non-cash  income  and  transfers  should  not  affect 
the  income-food  ratio,  but  rather  should  only  require  that  the  non- 
cash income  be  included  in  the  poverty  assessment.  A  hypothetical 
example  clarifies  this  line  of  reasoning.  Assume  the  multiplier 
based  on  cash  income  (which  was  then  essentially  the  total)  and 
food  expenditures  were  exactly  three,  and  that  the  cost  of  a  mini- 
mal food  plan  was  $200  per  month,  the  poverty  threshold  is  thus 
$600  ($200  X  3).  A  family  with  $600  or  more  in  cash  income  and  no 
non-cash  benefits  would  thus  be  nonpoor.  Now  suppose  that  the 
family  was  given  $100  in  food  benefits  and  $100  in  housing  assist 


One  can  argue  ihui  payroll  taxes  fmAnce  retirement  beneflta  And  therefure  ma>  allow  fami 
lic»  to  reduce  savings  and  increase  current  consumption.  For  famiUea  in  povert>,  huwever,  it  it 
unlikely  that  saving  for  retirement  would  occur  in  tno  absence  of  payroll  taxes. 

"  It  would  be  cquallv  correct  to  compare  pre-tax  needs  and  pre-tax  income,  but-  as  noted 
above— wide  vanatjon*  in  the  tax  liability  make  estimating  pre-tax  need«  difficult 
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ance,  and  that  its  housing  costs  were  at  least  $100.  The  family 
would  now  need  only  $400  cash  income  to  meet  its  needs  as  defined 
by  the  poverty  level;  the  non-cash  food  benefits  satisfy  half  of  its 
food  needs  and  the  housing  assistance  provides  some  or  all  of  its 
shelter,  leaving  only  $400  of  other  needs  (the  balance  of  food  and 
housing  requirements  and  all  others).  On  the  other  hand,  if  non- 
cash income  was  significant  in  the  earlier  period,  adjustments  in 
the  multiplier  would  be  required. 

Comparing  total  incomes — cash  plus  in-kind— with  current  pover- 
ty thresholds  would  ignore  changes  in  consumption  patterns  over 
time.  In  that  sense,  the  poverty  measure  would  be  constant  in  abso- 
lute terms.  However,  relative  prices  have  changed  over  time,  and 
families—both  poor  and  nonpoor— have  reacted  by  a^usting  their 
consumption  patterns,  buying  more  of  relatively  cheaper  go^  and 
less  of  relatively  expensive  ones.  To  the  extent  that  this  occurred, 
current  poverty  thresholds  do  not  have  the  same  meaning  as  when 
they  were  originally  defined.  To  reflect  changing  relative  prices 
and  changing  income  patterns,  the  thresholds  would  require  revi- 
sion. 

If  the  multiplier  is  to  be  ac^usted  to  account  for  the  inclusion  of 
in-kind  income,  an  additional  question  is  raised,  what  group  should 
be  used  as  the  basis  for  estimating  the  income-to-food  expenditure 
relationship?  Orshansky  took  data  for  all  income  groups  in  the  pop- 
ulation—partly because  that  was  what  was  available.  But  critics 
complain  that  this  approach  biases  the  multiplier— and,  thus,  the 
poverty  thresholds— upward  because  higher-income  families  spend 
a  smaller  fraction  of  their  income  on  food.  If  the  intent  is  to  char- 
acterize the  income  needs  of  families  at  the  poverty  level,  it  may  be 
more  logical  to  use  data  for  the  low-income  population.  At  the 
same  time,  using  expenditure  information  only  for  the  poorest  fam- 
ilies probably  would  result  in  bias  in  the  other  direction:  those 
below  the  poverty  level  spend  a  very  high  proportion  of  their 
income  on  food  by  necessity,  and  a  multiplier  based  on  the  spend- 
ing patterns  of  these  families  would  be  too  low.  An  intermMiate 
choice  would  be  a  group  containing  neither  the  poorest  nor  the 
richest  families. 

Another  issue  regarding  thresholds  is  the  basis  on  which  they 
should  be  adjusted  for  inflation.  Currently,  thresholds  are  indexed 
by  the  CPI  for  all  items.  This  is  appropriate  to  the  extent  that  the 
way  in  which  prices  are  combined  in  calculating  the  CPI  represents 
expenditure  patterns  of  families  around  the  poverty  level.  If  this  is 
not  the  case  and  if  prices  for  some  commodities  are  changing  faster 
than  prices  for  others,  indexation  based  on  the  CPI  will  yield  less 
accurate  threshold  adjustments  than  a  price  index  based  on  actual 
purchases  by  poor  families.  Such  a  CPI  for  the  poor  does  not  now 
exist.  It  could  be  established,  however,  based  either  on  the  actual 
consumption  patterns  of  poor  families  or  on  a  consumption  bundle 
representing  the  poverty  level.  While  the  latter  would  be  conceptu- 
ally consistent  with  inflating  poverty  thresholds,  the  former  would 
be  calculated  without  defining  specific  components  of  poverty-level 
consumption. 

A  final  issue  is  whether  poverty  should  be  measured  in  absolute 
or  relative  terms.  The  official  poverty  measure  does  not  assess 
whether  families  have  enough  income  simply  to  survive.  Instead,  it 
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takes  some  account  of  accepted  standards  of  what  constitutes  a  rear 
sonable  quality  of  life  in  the  United  States.  Poverty  thresholds  are 
thus  not  strictly  absolute,  but  are  at  least  somewhat  relative.  Some 
critics  argue  that  this  should  be  made  explicit  by  setting  the 
thresholds  equal  to  a  fixed  percentage  of  median  family  income.  If 
this  were  done,  what  is  defined  as  the  poverty  level  would  keep 
pace  with  average  living  standards  in  the  country.  In  practice,  the 
relationship  between  current  poverty  thresholds  and  median 
income  has  followed  a  downward  trend,  falling  during  periods  of 
real  growth  and  increasing  during  periods  of  stagflation.  The  pov- 
erty level  for  a  family  of  four  declined  from  49  percent  of  the 
median  income  of  four-person  families  in  1959  to  33  percent  in  1973 
and  then  rose  to  35  percent  in  1983.  Thus,  while  the  official  poverty 
thresholds  might  (with  the  qualifications  mentioned  above)  indicate 
the  income  required  to  obtain  a  minimum  acceptable  standard  of 
living,  they  do  not  allow  for  changing  perceptions  of  minimum 
needs  brought  about  by  increasing  national  income.  For  the  latter, 
a  relative  measure  would  be  needed. 

Critics  maintain  that  a  relative  poverty  measure  is  an  indicator 
not  of  poverty  but  rather  of  income  inequality,  since  it  measures 
the  fraction  of  the  population  with  incomes  below  a  fixed  percent- 
age of  median  incomes.  If  being  poor  is  defined  as  having  income 
helow  thresholds  defined  in  relative  terms,  then  poverty  can  be 
eradicated  only  by  reducing  inequality  among  incomes  of  the  poor 
and  near-poor.  General  economic  growth  that  causes  all  incomes  to 
rise  by  10  percent  or  50  percent  or  100  percent  would  have  no 
impact  on  measured  poverty  at  all,  even  though  it  would  be  hard  to 
argue  that  those  people  at  the  bottom  of  the  economic  ladder  would 
not  be  much  better  off  as  a  result  of  the  growth.  In  essence,  the 
two  measures  answer  different  questions.  An  absolute  measure 
tells  how  many  people  are  unable  to  attain  a  specific  living  stand- 
ard, while  a  relative  measure  assesses  how  well  the  poor  are  doing 
in  relation  to  national  norms. 

One  example  of  a  relative  poverty  measure  is  included  in  the  es- 
timates presented  below.  The  poverty  level  for  a  family  of  four  was 
set  at  50  percent  of  the  median  family  income.  Thresholds  for  other 
family  sizes  and  compositions  were  set  to  maintain  the  same  ratio 
with  current  official  thresholds  as  for  a  family  of  four.  This  ap- 
proach yields  thresholds  about  19  percent  above  the  official  thresh* 
olds  in  1982. 


This  section  presents  12  different  measures  of  the  poverty  of  chil- 
dren--the  official  measure  used  by  the  Bureau  of  the  Census  and 
11  alternative  measures  obtained  by  var3ring  th«  definition  of 
income  and  the  poverty  thresholds  with  which  incomes  are  com- 
pared. The  alternatives  are  offered  as  illustrations  of  how  the 
measurement  of  poverty  might  be  changed,  not  as  proposed  revi- 
sions of  the  current  measure.  Statistics  based  on  the  alternative 
measures  indicate  how  poverty  rates  and  gaps  would  vary  if  defini- 
tions were  changed,  they  are  not  meant  to  be  viewed  as  "better" 
measures. 
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The  12  measures  are  based  on  three  definitions  of  income  and 
four  sets  of  poverty  thresholds.  One  definition  of  income  is  cash 
only,  the  same  as  is  used  in  the  official  measure.  The  other  defini- 
tions calculate  income  as  cash  plus  the  value  of  in-kind  receipts  of 
food  stamps,  school  lunches,  housing  assistance,  and  medical  care, 
minus  federal  and  state  income  and  payroll  taxes.  One  alternative 
uses  the  recipient/cash  equivalent  value  of  in-kind  benefits,  while 
the  other  uses  the  budget-share  approach. 

The  lowest  of  the  four  sets  of  thresholds  is  a  reindexation  of  the 
original  1965  thresholds,  based  on  changes  in  the  cost  of  a  poverty 
consumption  bundle.^^  The  current  thresholds  are  also  used,  based 
on  the  argument  given  above  that  no  changes  in  the  thresholds  are 
required  and  to  provide  a  comparison  with  official  poverty  statis- 
tics. A  third  set  of  thresholds  is  based  on  a  recalculation  of  the 
multiplier  relating  food  expenditures  to  total  cash  and  in-kind 
income  for  the  entire  population.^^  Finally,  relative  thresholds 
based  on  median  family  incomes  provide  the  highest  poverty  lines. 
Table  1  presents  the  estimated  values  for  these  alternative  sets  of 
poverty  thresholds  for  1982.  (Because  the  most  recent  Census 
Bureau  estimates  of  tax  liabilities  and  the  value  of  in-kind  income 
needed  to  calculate  incomes  for  some  poverty  measures  are  for 
1982,  all  poverty  statistics  reported  here  are  for  that  year.) 


Under  any  particular  set  of  thresholds,  poverty  rates  for  children 
in  all  families  using  the  different  income  measures  vary  only 
slightly— never  by  more  than  about  10  percent— while  differences 
in  poverty  rates  across  alternative  thresholds  are  roughly  propor- 
tional to  variations  in  the  thresholds  themselves.  The  1982  poverty 
rate  for  children  under  age  18  varied  from  19.4  percent  to  27.7  per- 
cent across  all  12  measures— compared  with  21.9  percent  under  the 
official  definition  (see  Table  2).  The  bulk  of  the  variation  was  the 
result  of  the  20  percent  difference  between  the  highest  and  lowest 
thresholds,  the  widest  variation  across  income  definitions  is  from 
19.4  percent  to  21.6  percent  for  reindexed  thresholds,  the  lowest 
values.  Whether  income  is  measured  in  terms  of  cash  only,  or  in- 
clusive of  in  kind  benefits  and  exclusive  of  taxes,  poverty  rates  for 
all  children  as  a  group  are  relatively  constant. 


This  CPl  lor  tYm  poor  is  based  on  expenditure  patterns  for  poor  people  and  families  ob- 
tained from  the  1372  1373  Consumer  Expenditure  Survey  <CES).  Using  published  componenta  of 
the  CPI  and  reweighting  with  expenditure  shares  of  the  poor,  it  was  found  that  costs  for  the 
poor  rose  about  203  percent  between  1965  and  1382.  Applying  that  increase  to  the  196o  poverty 
threshold  for  a  family  of  four  ^$3,223^  yields  a  reindexed  1982  poverty  threshold  of  $9,757,  about 
1  percent  less  than  the  actual  1982  threshold  of  $9,862  for  four  person  families.  For  a  complete 
discussion  of  the  methodology,  see  Roberton  Williams,  "Inflatiun  and  the  Poor"  (unpublished 
paper.  April  1982). 

"New  multiplier"  thresholds  were  calculated  using  estimates  of  total  cash  plus  m-kind 
income  after  taxes  and  food  expenditures  with  inkind  benefits  measured  using  the  recipient/ 
cash  equivalent  value.  In  1978i  these  values  for  all  families  of  three  or  more  people  were  esti- 
mated to  be  $14,067  and  $3,532,  respectively.  The  multiplier  is  the  ratio  of  those  two  figures,  or 
3  98  The  poverty  threshold  for  a  family  of  four  wa^  ^.^l»«t^d  by  multiplying  that  ratio  times 
the  annual  cost  of  the  Thrifty  Food  Plan  m  1982  - $2,794.^0.  r  ovcrty  thresholds  for  other  family 
dizes  were  obtained  by  multiplying  the  four  person  ihiTshuid  times  the  ratio  of  officiai  thresh- 
olds  for  the  given  family  size  and  for  &  four*person  family. 
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TABLE  l.-ALTERNATIVE  POVERTY  THRESHOLDS,  1982 

[In  dollars] 


Famiiv  ^i7P  anrt  ^tnirtMrd  I  Reindexed      Offttial       Revised  Relative 

hamiiy  size  and  structure  threshold'     threshold     multiplier  ^  threshoM* 

One  person   4,849  4,901  5,528  5,823 

Age  15  to  64   4,966  5,019  5,661  5,963 

Age  65  and  over   4,577  4,626  5,218  5,496 

2  people   6,214  6,281  7,085  7,463 

Under  age  65   6,418  6,487  7,317  7,708 

Age  65  and  over   5,774  5,836  6,583  6,934 

3  people   7,611  7,693  8,678  9,140 

4  people   9,757  9,862  11,124  11,717 

5  people   11,560  11,684  13,180  13,881 

6  people   13,066  13,207  14,897  15,691 

7  people   14,876  15,036  16,961  17,864 

8  people   16,541  16,719  18,859  19,863 

9  people  or  more   19,488  19,698  22,219  23,403 

Ratio  to  official  threshold   0.989  1.000  1.128  1.188 

<  For  all  measures,  thresholds  for  different  family  sizes  are  lused  on  ratios  tietween  official  thresholds  for 
foui-person  families  and  the  family  size  in  question,  for  example,  the  retndexed  threshold  for  fp/epersoii  families 
.equals  $9,757  a  ($ll,684/9,8b2).  This  assumes  that  the  ratio  of  thresholds  for  any  two  family  sizes  is  the 
same  aaoss  the  four  alternatives. 

'  The  reindexed  threshold  is  obtained  by  inflating  the  official  1965  threshold  for  a  family  of  four  by  the 
change  in  the  CP!  for  poor  families. 

^Revised  multipliei  thresholds  are  obtained  by  estimating  both  income  and  food  expenditures,  inclusive  of  in- 
Kind  benefits,  recalculating  the  income  to-food-expenditure  ratio,  and  mulbplying  that  ratio  hmes  the  1982  Thrifty 
Food  Plan  amount  for  a  family  of  four. 

*  The  relative  threshold  for  a  family  of  four  is  set  at  50  percent  of  the  median  'nam  for  all  famlFies. 

Source,  Depailment  of  Commerce.  Bureau  of  the  Census,  "Characteristics  of  the  Population  Below  the  Poverty 
Level.  1982"  Current  Population  Reports,  Consumer  Income  Series  P  60.  No.  144,  ana  the  Congressional  Budget 
Office. 

TABLE  2. -POVERTY  RATES  Of  CHILDREN  USING  ALTERNATIVE  ILLUSTRATIVE  DEFINITIONS 
OF  INCOiyiE  AND  ALTERNATIVE  POVERTY  THRESHOLDS,  BY  FAI^IILY  TYPE,  1982 

Children  in  family  type^ 


Threshold' and  income  measure'  All  single  If'  Single  No 

'Jl™"  parent  parent  father  parent  molh- 

Official  thresholds: 

Cash  only   21.9  12.3  51.1  54.0  21.9  44.9  47.4 

Cash  equivalent   20.7  12.3  46.3  48.8  21.1  41.0  43.4 

Budget  share   19.8  12.0  43.5  45.8  20.8  39.7  40.6 

Reindexed  thresholds: 

Cash  only   21.6  12.1  50.8  53.6  21.9  44.4  47.4 

Cash  equivalent   20.3  12.0  45.5  47.9  20.8  40.6  43.0 

Budget  share   19.4  11.7  42.5  44.7  20.3  39.2  39.5 

New  multiplier  thresholds: 

Cash  only   24.9  14.9  55.3  58.3  24.6  48.3  53.4 
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TABLE  2  -POVERTY  RATES  OF  CHILDREN  USlnG  ALTERNATIVE  ILLUSTRATIVE  DEFINITIONS 
OF  INCOME  AND  ALTERNATIVE  POVERTY  THRESHOLDS,  BY  FAMILY  TYPE,  1982 -Continued 

Children  In  family  type' 


Threshold'andincomemeasure^  All  ,^   Single   s,'ngle  No 

parent  parent   '"^J"*   father   parent  A 

Cash  equivalent   25.6  16.3  53.7  56.7  24.5  48,1  54.9 

Budget  share   25.2  16.2  52.6  55.5  24.2  47.4  53.0 

Relative  thresholds: 

Cash  only   26.4  16.3  57.2  60.3  25.9  50.2  57.0 

Cash  equivalent   27.7  18.2  56.8  59.7  27.1  50.3  56.7 

Budget  share   27.3  18.0  55.7  58.6  27.3  49.8  56.6 

1  See  Table  1  for  definitions  of  altefnatfve  thresholds  and  their  1982  values. 

'Cash  onlv  is  pre^tax  income  from  all  sources.  Cash  equivalent  is  total  cash  income  plus  the  recipient/cash 
equivalent/value  of  food  stamps,  school  lunches,  housing  assistance,  and  medical  care  recent  in  kind,  less 
federal  and  state  income  and  oayroll  taxes.  Budget  share  is  the  same  as  cash  equivalent  except  that  in-kind 
t)enefits  are  measured  at  their  budget*share  value. 

^Children  include  all  unmarried  people  under  18  years  of  age,  except  those  under  15  years  of  age  who  live 
alone  This  definition  excludes  about  110,000  married  people  under  age  18  and  about  200,000  people  under  age 
15  who  are  living  alone. 

Source.  Congressional  Budget  Office  tabulations  of  March  1983  Current  Population  Survey,  including  Bureau  of 
the  Census  Imputations  of  the  value  of  the  in-kind  Income  and  of  taxes. 

For  individual  family  types,  however,  poverty  rates  vary  much 
more  across  the  alternative  definitions.  For  children  living  in  fami- 
lies headed  by  single  women,  the  broader  income  definitions  yield 
lower  poverty  rates— as  much  as  one-sixth  lower— regardless  of 
what  threshold  is  used.  On  the  other  hand,  poverty  rates  for  chil- 
dren in  two-parent  families  decline  only  slightly  or  increase  by  as 
much  as  10  percent.  Variation  in  the  effects  of  alternative  defini- 
tions results  from  differences  in  the  relative  importance  of  in-kind 
income  and  taxes  for  different  family  types.  Families  headed  by 
single  women  are  likely  to  receive  more  in-kind  assistance  and  to 
pay  less  in  taxes  than  are  married-couple  families.  As  a  result, 
broadening  the  income  definition  is  likely  to  have  a  greater  posi- 
tive effect  for  families  headed  by  single  women  than  for  married 
couples. 

Variation  across  family  types  in  the  effects  of  changing  the  pov- 
erty definition  means  that  the  composition  of  the  population  of 
poor  children  changes  as  well,  although  the  differences  are  not 
great.  Of  all  poor  children  under  the  official  definition  in  1982,  51 
percent  lived  with  their  single  mothers,  while  only  42  percent  lived 
with  both  parents.  If  poverty  had  instead  been  assessed  by  compar- 
ing the  budget  share  measure  of  income  with  the  new  multiplier 
thresholds,  poor  children  in  two-parent  families  would  have  out- 
numbered those  in  families  headed  by  single  women  48  percent  to 
45  percent.  While  these  effects  may  be  small^-under  either  meas- 
ure, each  group  comprises  nearly  half  of  all  poor  children— they 
may  influence  perceptions  about  which  types  of  families  most  need 
assistance. 
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POVERTY  GAPS  FOR  POOR  PAMIUES  WITH  CHILDREN 

Using  broader  income  measures  would  yield  poverty  gaps  mark- 
edly  lower  than  under  the  current  poverty  definition,  regardless  of 
which  thresholds  are  used  (see  Table  3).  Because  large  amounts  of 
in-kind  transfers  go  to  poor  families  with  children,  their  inclusion 
as  income  would  close  as  much  as  one-third  of  the  official  poverty 
gap  for  those  families.  Using  budget-share  values  would  have  some- 
what larger  effects  than  using  cash  equivalent  values,  since  the 
former  are  greater  on  average.  As  noted  above,  poverty  gaps  pro- 
vide  a  more  complete  assessment  of  the  status  of  the  poor,  since 
they  reflect  not  only  the  number  of  poor  people  but  also  their 
degree  of  poverty.^* 


TABLE  3.-P0VERTY  GAPS  FOR  ALL  FAMILIES  WITH  CHILDREN  UNDER  ALTERNATIVE 
ILLUSTRATIVE  DEFINITIONS  OF  INCOME  AND  POVERTY  THRESHOLDS,  1982 

[All  values  in  billions  of  dollars] 


Income  measure ' 

Poverty  thresholds  * 

Reindexed 

^'^^  multiplier 

Relathw 

Cash  only  

25.3 

26.0  34.0 

38.2 

Cash  equivalent  

17.9 

18.5  26.5 

30.9 

Budget  share  

16.9 

17.5  25.3 

29.6 

*  Gash  only  is  pre  tax  income  from  all  sources.  Cash  equivalent  is  total  cash  income  plus  the  recipient/cash 
equivalent  value  of  food  stamps,  school  lunches,  housing  assistance,  and  medical  care  received  in  kind,  less 
feoeral  and  state  income  and  oayroll  taxes.  Budget  share  ts  the  same  as  cash  equivalent  except  that  in  kind 
benefits  are  measured  at  their  budget  share  value, 

2  See  Table  1  for  definitions  of  alternative  thresholds  and  their  1982  valuer. 


Note. -Children  include  all  unmarried  people  under  18  years  of  age,  except  those  under  15  years  of  age  who 
live  alone.  This  definition  excludes  about  110,000  maiiied  peopie  undet  age  18  and  about  200,000  people  urxler 
age  15  who  are  living  alone. 

Source.  Congressional  Budget  Office  tdbulations  of  March  1983  Curtent  Population  Surve>,  including  Bureau 
of  the  Census  imputations  of  ine  value  of  the  in*kind  income  and  of  taxes. 


DISTRIBUTION  OF  POOR  CHILDREN  AROUND  POVERTY  THRESHOLDS 

One  can  obtain  a  more  complicated  but  also  more  complete  pic- 
ture of  the  well  being  of  children  by  examining  the  distribution  of 
children  around  the  poverty  thresholds  (see  Table  1-2  in  Chapter  I 
of  "Children  in  Poverty'*).  By  the  official  poverty  measure,  nearly 
three-fourths  of  poor  children  (or  16  percent  of  all  children)  are  in 
families  that  have  incomes  below  75  percent  of  poverty.  An  addi- 
tional 6  percent  of  all  children  are  not  poor,  but  have  incomes 
within  25  percent  of  poverty.  The  broader  income  definitions 
change  this  picture  somewhat.  If  either  cash-equivalent  or  budget- 
share  measures  of  income  are  used,  only  about  half  of  poor  chiL 


By  deiinjUun,  hiRhei  thn^hulds  resuK  in  muth  largvi  poverty  S^P^t  but  lhat  adds  little  in 
formatiun  abuui  ihe  Jtigrcti  |A>vertv.  Mvsi  oi  the  kUutuuA:  stcnia  uvui  iht  adddivua\  resourct^a 
needed  to  reach  Ihe  hjghet  ihreshuld:^  b>  fuauhcs  lhat  arc  pwt  undet  buth  6eU  uf  ihreshulds, 
relatively  little  increase  results  from  more  families  being  labeled  aa  poor. 
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dren  are  in  families  wdth  incomes  below  75  percent  of  the  thresh- 
olds The  families  of  nearly  one-tenth  of  all  children  have  incomes 
within  25  percent  above  poverty.  These  numbers  are  little  different 
if  alternative  thresholds  are  used. 

These  distributions  indicate  two  things.  First,  many  of  the  poor 
are  well  below  the  poverty  level,  regardless  of  how  income  is  meas- 
ured, and  a  significant  fraction  of  those  that  are  not  poor  are  only 
just  above  the  poverty  line.  Second,  in-kind  transfers  and  taxes 
have  a  marked  leveling  effect  on  incomes,  the  combination  pulls 
both  those  people  below  and  those  above  poverty  toward  the 
thresholds. 


APPENDIX  K.  DATA  BASES  AND  MODELS 
TRIM2  AND  Food  Stamp  Survey 

Two  major  data  bases  and  models  were  used  in  developing  esti- 
mates for  several  of  the  proposals  in  H,R.  4920  for  expanding  the 
Aid  to  Families  with  Dependent  Children  program:  (1)  the  TVansfer 
Income  Model  (TRIM2);  and  (2)  the  August  1982  survey  of  the  char- 
acteristics of  households  participating  in  the  Food  Stamp  progrsun. 
TRIM2  was  used  in  estimating  the  minimum  benefit,  the  extension 
of  benefits  to  two-parent  families,  and  the  liberalization  of  asset  re- 
strictions. The  Food  Stamp  survey  was  used  in  estimating  the  mini- 
mum benefit. 

TRIM2  is  a  microsimulation  model  based  on  the  Current  Popula- 
tion Survey  (CPS)  of  the  Bureau  of  the  Census,  which  is  a  survey  of 
economic  and  demographic  characteristics  of  U.S.  households. 
TRIM2  simulates  numbers  of  families  (units)  eligible  for,  and  par- 
ticipating in,  AFDC  under  current  law  and  under  alternative  legis- 
lative changes.  It  is  maintained  by  the  Urban  Institute.  In  maMng 
these  estimates.  Congressional  Budget  Office  staff  worked  with  the 
Urban  Institute  to  modify  TRIM2  by  incorporating  the  most  recent 
AFDC  legislative  changes  (enacted  in  1984  in  the  Deficit  Reduction 
Act),  providing  a  wider  range  of  le^lative  changes  that  could  be 
simulated,  and  improving  certain  of  its  technical  aspects. 

The  estimates  shown  in  this  paper  were  based  on  TRIM2  simula- 
tions for  both  1982  and  1984.  llie  year  1982  was  the  latest  year 
available  based  on  actual  CPS  data  (the  March  1983  CPS  for 
income  year  1982).  The  1984  version  of  TRIM2  is  "aged**  from  1982 
to  1984  to  incorpo:  .te  population  increases  and  changes  in  the 
economy  that  affect  unemployment  rates  and  incomes.  For  exam- 
ple, 1984  TRIM2  simulations  use  an  unemplo3mient  rate  of  7.8  per- 
cent, compared  with  a  rate  of  9.7  percent  in  1982,  and  raise  wages 
by  12.5  percent  and  most  other  incomes  by  7  percent  to  8  percent 
over  1982. 

The  second  data  base— the  August  1982  survey  of  households  re- 
ceiving food  stamp  benefits~-covers  almost  7,000  participating 
households  in  the  50  states  and  the  District  of  Cc7umbia,  and  con- 
tains detailed  demographic,  income,  and  asset  information  from 
case  records.  Using  this  information,  CBO  simulated  eligibility  for 
an  AFDC  program  with  a  minimum  benefit  and  estimated  the 
number  of  families  not  participating  in  AFDC  who  would  become 
eligible  either  for  a  larger  benefit  or  for  a  new  benefit.  Since  the 


than  the  incomes  of  AFDC  families  in  most  states,  this  survey  pra 
vides  an  alternative  means  of  estimating  the  number  of  new  fami 
lies  eligible  for  AFDC. 

TRIM2  and  the  food  stamp  survey  have  relative  advantages  and 
disadvantages.  111^2  can  simulate  AFDC  eligibility  more  accu 


incomes  of  families 


food  stamps  are  allowed  to  be  higher 
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rately  because  the  CPS  survey  on  which  it  is  based  provides  more 
detailed  information  on  families.  On  the  other  hand,  the  food 
stamp  survey  has  several  advantages.  Income  is  underreported  on 
the  CPS  used  in  TRIM2,  leading  to  overestimates  of  new  eligibles, 
but  income  reported  on  the  food  stamp  survey  is  likely  to  be  the 
same  as  income  used  for  determining  AFDC  benefits.  Second,  some 
eligible  famUies  will  not  participate  in  AiFDC.  TRIM2  simulates 
participation,  but  such  estimates  are  necessarily  uncertain.  It  is 
likely  that  families  who  participate  in  the  Food  Stamp  program 
would  also  participate  in  AFDC  if  they  were  eligible. 

Both  sources  are  deficient  when  it  comes  to  ^imating  ineligibil- 
ity because  of  assets.  Some  families  estimated  to  be  newly  eligible 
would  be  ineligible  because  their  assets  would  exceed  the  limits  ad- 
lowed  in  the  AFDC  program.  The  Food  Stamp  program  also  has  an 
asset  test,  but  allowable  assets  are  higher  than  in  AFDC.  TRIM2 
estimates  asset  levels  based  on  reported  interest  and  dividend 
income,  but  such  estimates  are  probably  biased  downward,  as  dis- 
cussed in  the  chapter  on  liberalizing  asset  restrictions. 

Income  Survey  Development  Program  [ISDP] 

The  ISDP  1979  Research  Panel  is  a  nationally  representative 
sample  of  approximately  8,360  households  (Wave  II).  It  includes  in- 
formation on  socioeconomic  and  demographic  characteristics  of 
families  such  as  monthly  incomes,  assets,  and  debts.  The  1979 
panel  was  one  of  several  pilot  surveys  conducted  by  the  Bureau  of 
the  Census  under  the  direction  of  the  Department  of  Health  and 
Human  Services  prior  to  implementing  a  full-scale  survey.^ 

Based  on  Wave  11  information,  eligibility  for  AFDC  on  the  basis 
of  income  and  family  characteristics  was  simulated  for  CBO  by 
Mathematica.  Approximately  281  families  were  found  to  be  income 
eligible  for  AFDC.  Then  CBO  simulated  asset  eligibility  to  see  how 
many  families  were  ineligible  for  AFDC  because  of  their  asset 
levels,  even  though  they  were  income  eligible.  Only  13  families 
were  found  to  be  clearly  asset  ineligible.  Using  this  very  small 
sample,  the  effects  of  liberalizing  the  AFDC  asset  test  were  esti- 
mated. 

Apart  from  the  serious  difficulty  of  small  sample  size,  there  are 
two  other  problems  with  these  ISDP  asset  data.  First,  nonresponse 
rates— that  is,  the  proportion  of  interviewees  who  fail  to  respond- 
on  many  of  the  asset  questions  were  very  h^h.  For  example,  on 
Wave  V,  the  nonresponse  rate  was  23  percent  for  the  question  on 
amounts  in  saving  accounts  and  59  percent  to  66  percent  for  the 
questions  on  amounts  in  bonds  and  stocks.^  The  Bureau  of  the 
Census  assigned  missing  values,  but  their  assignment  procedures 
appa  ^ntly  had  important  limitationis/  Second,  asset  levels  are  se- 


/The  Surve>  of  Income  and  Program  Participation  i»  a  «caled-down  version  of  thia  survey  but 
with  a  larger  sample  size. 

'Robert  B  P«ari,  Matilda  Frankel,  and  Richard  C  Williams.  "The  Effecto  of  Missing  Informa- 
Uon  on  the  Reliability  of  Net  Worth  Date  from  the  1979  ISDP  Research  Panel"  (Survey  Re- 
•earch  Laboratory,  University  of  Illinois,  Urbana,  1982). 

'For  more  detail,  sec  Daniel  B  Radner  and  Denton  K  Vaughan,  "The  Jomt  Distribution  of 
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riously  underreported  on  surveys.  Several  studies  have  shown  that 
only  about  one-half  of  financial  assets  are  reported,  and  the  same 
appears  to  be  true  of  ISDP.^ 


The  1979  AFDC  Recipient  Characteristics  Study  is  an  adminis- 
trative record  survey  of  AFDC  cases  that  art  representative  of  the 
March  1979  AFDC  caseload.  Data  are  based  on  information  in  the 
case  records  on  fUe  in  AFDC  offices.  The  sample  includes  23,000 
families. 

This  study  was  the  last  survey  of  AFDC  case  records  before  pas- 
sage of  the  Omnibus  Budget  Reconciliation  Act  of  1981,  and  so  in- 
cludes information  on  families  who  are  no  longer  eligible  for 
AFDC,  for  example,  the  survey  found  438,000  AFDC  families  with 
earnings,  compared  with  only  190,000  on  a  similar  1982  AFDC 
survey.  This  is  the  best  data  base  for  estimating  impacts  of  AFDC 
expansions  that  are  more  restrctive  than  before  the  1981  act. 

The  CBO  has  modified  the  data  in  several  ways.  AFDC  benefits 
reported  on  the  survey  are  not  used,  rather,  benefits  are  simulated 
using  estimated  1984  state  need  and  payment  standards  and  report- 
ed incomes  inflated  to  1984  levels.  Then  legislative  changes  under 
the  Omnibus  Budget  Reconciliation  Act  and  the  Deficit  Reduction 
Act  of  1984  are  simulated  to  estimate  the  number  of  AFDC  benefi- 
ciaries under  current  law. 


*Sce  Robert  Ferbex.  'Th^  jEteIiabilit>  of  Conaumer  Reports  of  Fmancial  Afiaeta  and  Debts*' 
iSiudtcs  m  Corittumei  Savttig]),  Numbex  6,  Buit»u  of  E^vuuauK.  tuid  Busmesb  Research}  Unlversi 
iy  of  IHinois.  Urbana.  i96S^,  Robert  B.  Pearl.  Matilda  Frankel,  and  Richard  C  WillUunfl,  "Mi» 
ing  Informauon  ,  and  Duroihi^  S.  Projector  and  Gertrude  S.  Weiss,  "Surve>  of  Financial  Charac 
tenstics  to  Consumer*  vBoard  uf  Govcmurs  of  the  Federal  Reserve  System,  August  196'!),  pp. 
61-^2. 
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